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Introduction and Overview 


In 2004, Ontario’s economic performance has improved over 2003 and is generally consistent with the 
Budget projections released in May. The economy has recovered from a series of events that imperilled 
economic growth last year, and is on a path of healthy expansion, including rising incomes, more jobs, 
increased exports and stronger business investment. Ontario has created 127,000 new full-time jobs so far 
this year, which is on track for the largest full-time job gain in four years. This annex updates the outlook 
for the Ontario economy for the period 2004 through 2007. It also discusses strategies that the Ontario 
Government is pursuing to implement its economic plan. The key elements of the economic plan build 
on Ontario’s competitive strengths, modernize infrastructure and improve the education and training of 
the workforce, including making the best use of the talents and skills that immigrants bring to Ontario. 


Real gross domestic product (GDP) growth is forecast to be 2.3 per cent in 2004, up from 1.6 per cent in 
2003. Over the 2005 to 2007 period, Ontario’s annual growth rate is projected to average 3.2 per cent per 
year. Private-sector forecasters are more optimistic about growth in 2004, calling, on average, for growth 
of 2.6 per cent. In a preliminary step towards establishing an Economic Forecast Council as proposed in 
the Fiscal Transparency and Accountability Act, the Minister of Finance met with a group of leading 
private-sector economists in September, who provided advice on forecast assumptions and risks to the 
outlook. The Ministry of Finance believes that growth for the current year could well be below the 
private-sector consensus. The persistence of the recent increase in oil prices, for example, will be a drag 
on Ontario growth in the final months of 2004. Consequently, the lower forecast growth rate is retained 
to ensure a prudent basis for the government’s fiscal and economic plans. 


Ontario Economic Highlights: Current Private-Sector Survey Average 


(Per Cent Change) 
2002 2003 2004p 2005p 2006p 2007p 


Real GDP Growth of 1.6 20 Sire) 3.4 Oh) 
Ontario Ministry of Finance a 1.6 Zo 32 oh ois, 
assumption 

Nominal GDP Growth swe ee 5.1 Bo HG) 52 

Unemployment Rate i 7.0 6.8 6.6 6.4 6.2 

CPI Inflation 2.0 ZA 1.8 2.0 ye 1.9 


SNe en ema aeaaeaaaaaaaaaaaaaaaaaaaaaaaaamammmammmmaaaamacssaaaal 
p = private-sector survey average. 


Note: The number of forecasters falls from 10 in 2004 to 4 in 2007. 
Sources: Statistics Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 
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On the basis of the economic planning assumptions, Ontario can anticipate average revenue growth of 
about $4.1 billion annually. This projection is based on the current provincial tax structure including 
measures proposed in the 2004 Budget, existing federal transfer policies and the recent First Ministers’ 
health agreement. A detailed discussion of the revenue outlook is found in Annex II. 


Ontario’s economy is embedded in the global marketplace. Asa result, the economic health of our major 
trading partners, particularly the United States, contributes strongly to Ontario’s growth performance. 
Other factors also influence Ontario’s economy, including the level of interest rates and the value of the 
Canadian dollar, which reflect federal government economic policies as well as market developments. 
Furthermore, as we have experienced in the recent past, unanticipated shocks in other parts of the world 


have ripple effects in Ontario. 


Nonetheless, the health of Ontario’s economy relies to a considerable extent on the wise stewardship of 
the province’s resources, as well as the performance of the global economy. Given the importance of 
external factors for Ontario’s economic growth, cautious planning assumptions are a critical element of 
sound economic policy. At the same time, Ontario will pursue various strategies to strengthen the 
foundations for the next generation of economic growth. These include expanding apprenticeship training 
and post-secondary enrolment, securing a reliable energy supply, fostering innovation, investing in 
infrastructure—including transportation and border crossings—and strengthening cities. 


STRONG PEOPLE, STRONG ECONOMY 
B A skilled workforce. 


f Competitive business environment. 


—E Modern, efficient public services. 


Progress Report 2004. 
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PRIVATE-SECTOR FORECASTS 


The proposed Fiscal Transparency and Accountability Act, introduced with Ontario’s 2004 Budget, 
contemplates the formation of an Economic Forecast Council for Ontario to provide “advice relating 
to macroeconomic forecasts and assumptions to be used to prepare the Budget and the related fiscal 
plan.” As an initial step towards this objective, a group of private-sector economists met with the 
Minister of Finance and Ministry officials in September to provide advice on forecast assumptions and 
risks. 


The Ontario Ministry of Finance has historically used private-sector forecasts as a guide for 
establishing reasonable economic assumptions on which to base revenue forecasts. Standard practice 
has been to employ assumptions of somewhat slower economic growth than the consensus prediction 
of the private sector. The following table shows the current projections for real economic growth of 
institutions invited to participate in discussions on Ontario’s economic outlook. 


Current Private-Sector Forecasts for Ontario Real GDP Growth 
(Per Cent Change) 


2004 2005 2006 2007 

Conference Board (October) 2.6 3.0 2.9 2.9 
Global Insight (July) 2.6 3.6 3d 3.4 
Centre for Spatial Economics (October) S68) 4.2 SiS) 3.8 
University of Toronto (October) Za 2.9 3.8 3. 
Bank of Montreal (October) 2.6 3:5 SH 

RBC Financial (October) 29 0 - 

Scotiabank (October) Zo 2.6 

TD Bank (July) 2.4 3.4 

Nesbitt Burns (October) 26 3.0 

CIBC World Markets (September) Zi 3 


Average 2.6 


a 
Source: Ontario Ministry of Finance Survey of Forecasts (October 29, 2004). 
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Changes in Ontario’s 2004 and 2005 
Economic Outlook Since the May Budget 


Ontario’s aggregate economic performance 
in 2004 has unfolded generally as expected 
at the time of the Budget in May. As a result, 
the Ministry of Finance has maintained its 
Budget forecast that Ontario real GDP will 
rise by 2.3 per cent in 2004. Over the same 
forecasters, on 
their 
projections for Ontario’s economic growth in 


period, private-sector 


average, have slightly lowered 
2004. The average private-sector forecast 
for the province’s 2004 real GDP growth is 
currently 2.6 per cent, down slightly from the 
2.7 per cent rate of growth anticipated at the 


time of the Budget. 


While Ontario’s economic growth so far this 
year has been close to the expectations of the 
Budget, the composition of growth has been 
different than anticipated, with less growth in 
consumer spending and stronger increases in 
housing, machinery and equipment 
investment, and exports. The more moderate 
pace of consumer spending can be seen in 
Ontario’s retail sales, which are now 
expected to increase by 2.9 per cent in 2004, 
down from the Budget’s projection of 3.5 per 
cent. For 2005, the average private-sector 
forecast for Ontario’s real GDP growth has 
declined from 3.5 per cent in May to 3.3 per 


cent currently. 








Consensus Forecast of 
Real GDP Growth in 2004 


Per Cent 
3.4 


Canada 


Ontario 


Sources: Canada—Consensus Forecasts; and Ontario—Ministry of Finance Survey of Forecasts. 


Consensus Forecast of 
Real GDP Growth in 2005 


Per Cent 
3.8 


Ontario 


Canada 


Jan Feb Mar Apr May Jun Jul Aug Sep Oct 


Sources: Canada—Consensus Forecasts; and Ontario—Ministry of Finance Survey of Forecasts. 
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In contrast, according to Consensus Economics, the average private-sector forecast for Canada’s 2004 
economic growth has risen from 2.6 per cent in May to 3.0 per cent currently. For 2005, forecasters on 


average expect Canada’s real output to rise by 3.4 per cent, unchanged from the consensus projection in 
May. 


Oil prices have risen sharply since the Budget, reaching record levels in the autumn months. Asa result, 
the average price of oil in 2004 will be at least $5 US per barrel higher than the Budget assumption. This 
benefits the oil-producing provinces while penalizing energy-importing Ontario. As well, high commodity 
prices have provided strong support for other parts of Canada. Resource-based products account for 
26 per cent of Ontario’s international merchandise exports compared to 74 per cent for the rest of the 
country. 


The Canadian dollar has traded in a higher range than anticipated in the Budget, reaching a 12-year high 
in October. The stronger dollar restrains Ontario’s growth more than Canada’s because of the high 
concentration of manufactured goods in Ontario’s export sector. 
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Ontario Gaining Full-Time Jobs at a 
Healthy Pace 


Ontario’s growing economy has generated 


105,000 net new jobs so far in 2004, a gain Ontario Employment 


of 1.7 per cent. All of the jobs created this Uae te 


year have been in full-time positions, which 
have increased by 127,000 and are on pace 
for their strongest gain since 2000. On an 
industry basis, healthy job gains have 
occurred in wholesale and retail trade; 
finance, insurance and real estate; education; 
health care and social assistance; and 


6,000 


information, culture and recreation. Ie 2005p 2006p 


p = private-sector survey average. 
Sources: Statistics Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 





The increase in employment this year has 
helped push Ontario’s unemployment rate 
down from a peak of 7.1 per cent in March to 6.5 per cent in September. 


Private-sector forecasters expect this pickup 
in job growth to continue, with a solid Ontario Unemployment Rate 
economic performance underpinning job | Percent 


gains of 1.8 per cent in 2005 and an average i 
Of +2,0. (per ‘cents ine) 2006) «and? 2007; 
Encouraged by strengthening employment 
prospects, even more Ontarians are 
anticipated to enter the job market over the 


next several years. On average, forecasters 





project that the share of the working-age a: 
population in the labour market will climb | ~*~ rat iis ie =e 
from a 12-year high of 68.4 per cent in 2003 
to 69.0 per cent by 2007. 


p = private-sector survey average. 
Sources: Statistics Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 
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Over the same period, Ontario’s unemployment rate is projected to decline from an annual average of 
7.0 per cent in 2003 to 6.2 per cent by 2007, according to the average private-sector forecast. 


Ontario’s competitive advantage lies, in part, in the skills and talents of its people, including the diverse 
and growing immigrant population. Ontario is investing to improve the education system from junior 
kindergarten to post-secondary to the workplace. Other initiatives to ensure that new immigrants find jobs 
in which they can contribute their full talents and skills will strengthen economic growth and increase 
opportunity. The aim is to equip Ontarians with the knowledge and skills that attract the best jobs and 
investment, as set out in the government’s Progress Report 2004. 


Employment income accounts for the largest part of income earned by Ontarians. With average wages 
and salaries per paid worker projected to rise by 1.7 per cent this year, total personal income is expected 
to rise by 3.5 per cent in 2004, a full percentage point higher than 2003 growth. Income growth will 
provide the main impetus to household demand for goods, services and housing. Over the 2005 to 2007 
period, household spending is projected to increase by an average of 4.9 per cent per year, supported by 
average income gains of 4.7 per cent or 2.7 per cent when adjusted for inflation. 


Ontarians will see rising real after-tax income per capita this year, following a three-year period over 
which there was no growth. Real personal disposable income per capita is expected to rise by 1.2 per cent 
in 2004, double the average annual pace of growth over the 1982 to 2003 period. From 2005 to 2007, real 
growth in personal disposable income per person is projected to average 1.4 per cent per year. 


2004 Ontario Economic Outlook and Fiscal Review 


POST-SECONDARY EDUCATION AND TRAINING: ONTARIO’S 
COMPETITIVE ADVANTAGE 


A highly educated and skilled workforce is part of Ontario’s competitive advantage. The government 
is committed to building on this strength by developing the best workforce in North America. 


A number of initiatives for higher education and training were announced in the 2004 Budget. These 
initiatives build on the steady progress to date on commitments made at the elementary/secondary level 


and include: 


The review of post-secondary education by former premier Bob Rae. 

Making post-secondary education more affordable and accessible. 

Increasing post-secondary education enrolment by 50,000 full-time students. 

Funding an expansion of the apprenticeship system by 7,000 new registrants annually. 


Encouraging businesses to hire and train more apprentices in the skilled trades by lowering their 
costs through the proposed Apprenticeship Training Tax Credit. 


Providing funding to update technology and equipment at colleges. 


Eliminating barriers to employment faced by skilled immigrant workers and providing funding for 
bridge training programs. 


Funding alternative academic upgrading and skills training options for youth who drop out of 
school. 


The Ontario and federal governments have agreed to pursue agreements on labour market services and 
immigration. These agreements will co-ordinate programs, eliminate duplication, expand 
apprenticeship and improve labour market opportunities for recent immigrants. 


As set out in the government’s Progress Report 2004, the expected results are increased participation 
in post-secondary education and training, more internationally trained people becoming qualified to 
work in Ontario, and greater high school completion rates. 
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U.S. Economic Growth Expected to Moderate 


The economic health and performance of the United States is an important component in Ontario’s future. 
American consumers and businesses purchased $153 billion of goods from Ontario last year, an amount 
equal to 31 per cent of the province’s GDP. In addition, there were significant exports of services, such 
as financing and transportation, although these are more difficult to measure accurately. 


The U.S. economy has showed a dramatic improvement since the middle of 2003. Over the past six 
quarters, real output has increased by an average annual rate of more than four per cent per quarter. This 
stronger growth has contributed to a gain of 1.7 million new jobs over the past year, higher incomes and 
increased spending on goods and services. Furthermore, corporation profits have risen sharply, up 
17.1 per cent so far this year, providing a key source of funds for outlays on equipment and software. 


According to the October edition of Blue 
Chip Economic Indicators, U.S.realGDPis | U.S. Real Growth 
forecast to rise by 4.4 per cent for 2004 as a EIR UE Rt 

whole, one of the biggest gains in output 
over the past 20 years. Growth is expected 
to moderate to 3.5 per cent in 2005, 3.4 per 
cent in 2006 and 3.2 per cent in 2007. 


However, while continued growth in the 
U.S. economy is expected, numerous risks 





remain. The over 60 per cent rise in oil al ay EET DNL e Ty RAT 
prices since the start of the year, if Bape Sec Res. NESS 

z Sources: U.S. Bureau of Economic Analysis and Blue Chip Economic Indicators (October 2004). 
sustained, could further slow growth. 





Higher gasoline pump prices would force 

consumers to divert even more of their income from spending on other items. Households are also highly 
indebted and will face rising debt payments as interest rates gradually increase. The U.S. federal 
government’s budget deficit reached a record level last fiscal year, pointing to the necessity for fiscal 
restraint in the years ahead. The burgeoning U.S. current account deficit also represents a risk to long- 
term growth prospects. If foreign investors lessen their willingness to hold U.S. government debt, the 


American dollar could depreciate rapidly. 


2004 Ontario Economic Outlook and Fiscal Review 11 





Dk TE A STE PE RR 


A Stronger Canadian Dollar 


The sharp rise in the Canadian dollar during 2003 and again in late 2004 is a significant development for 
Ontario’s economy. The Canadian dollar traded at 64 cents US in January 2003 and then appreciated 
about 20 per cent by the end of last year to reach 77 cents US. After falling during the first half of this 
year, the Canadian dollar has recently started to appreciate again, reaching a 12-year high of over 82 cents 
US in October. The impact of a strong dollar on the Ontario economy is greater than for Canada as a 
whole because of the high concentration of manufactured goods destined for U.S. markets in Ontario’s 


export sector. 


The rise of the Canadian dollar is one of the counterparts to a generalized depreciation of the U.S. dollar 
against other major freely floating currencies. Since the beginning of 2003, the Canadian dollar has 
appreciated by 23 per cent against the U.S. dollar, the euro has strengthened by 17 per cent and the yen 
by 9 per cent. 


The United States is likely to run a current account deficit of $640 billion US in 2004. It has had a current 
account deficit every year since 1992 and by the end of 2003 the net international indebtedness of the 
United States increased to $2.4 trillion US, equivalent to 22 per cent of GDP. Over time, the depreciation 
of the U.S. dollar should help to reduce the current account deficit by making U.S. exports more 
competitive and discouraging U.S. imports from other countries. 


The current consensus for the Canada-U.S. 
exchange rate is an average of 80.1 cents US Canadian Dollar 
in 2005, slightly below recent levels. The Contes 

projections in this Annex assume that the Y 
exchange rate will average 81.0 cents US in 
2006 and 81.4 cents US in 2007. These 
assumptions are obviously subject to 
considerable uncertainty and a different 
outcome could have a significant impact on 


the rate and composition of economic 50 


90 91 92 93 94 95 96 97 98 99 00 01 02 03 04p 05p 


growth in Ontario. 


p = private-sector survey average. 
Sources: Bank of Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004), 
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The appreciation of the Canadian dollar has significantly benefited Ontarians as consumers. For example, 
the price of imported oil would have risen by 63 per cent rather than 36 per cent in 2003 and 2004 if the 
Canadian dollar had not appreciated. Other imported consumer goods are cheaper as well. 


The higher value of the Canadian dollar is a significant challenge for Ontario exporters. In 2003, 
Ontario’s nominal international merchandise exports fell 7.3 per cent, which reflected both the 20 per cent 
increase in the Canadian dollar and the sluggish pace of U.S. demand early in the year. However, Ontario 
exporters are making adjustments to compete at the higher exchange rate by cutting costs and boosting 
productivity. The rise in the Canadian dollar has enabled Ontario businesses to increase investment in 
machinery and equipment at a lower cost, since about 60 per cent is imported. As a result of this response 
and growing world markets, the value of exports has picked up in 2004, rising by 8.0 per cent in the 
January through August period from a year earlier. 


Ontario’s manufacturing sector continues to have a competitive edge with the United States at an 
exchange rate of 80 cents US. First, its employees are highly skilled—47 per cent of employees hold a 
university degree or trades or colleges accreditation, compared to 31 per cent in the United States. 
Second, as noted in the table on the next page, its universal health care system contributes to a labour cost 
advantage—producers of 70 per cent of Ontario’s manufacturing exports representing more than half of 
manufacturing employment in the province have a labour cost advantage over their U.S. competitors. 


ONTARIO’S UNIVERSAL HEALTH CARE SYSTEM CONTRIBUTES TO 
EXPORT COMPETITIVENESS 


“The public health system significantly reduces total labour costs... compared to the cost of equivalent 

private health insurance services purchased by U.S.-based automakers.” 
Joint letter from Ford Motor Co., General Motors Corp. and DaimlerChrysler quoted in the 
Washington Post, March 6, 2004. 
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Manufacturing Industries 


Labour Cost* Advantage at $0.80 US 


Petroleum and Coal 
Leather and Allied Products 
Motor Vehicles 

Auto Parts Manufacturing 
Textile Products 

Beverage and Tobacco 
Chemicals 

Non-Metallic 

Computers and Electronics 
Apparel 

Printing 

Electrical Equipment 
Plastic and Rubber 


* Wage plus health cost. 


Sources: U.S. Bureau of Labor Statistics, Statistics Canada, Industry Canada and Ontario Ministry of Finance. 


Labour Cost Advantage 
(Per Cent) 


23 


Share of 
Manufacturing Exports 
(Per Cent) 


1.4 
0.04 
35.4 
11.3 

0.2 

0.7 

lle 

1.0 

4.9 

0.4 

0.5 

2.1 

47 
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Exports Rebound 


Heading into 2004, U.S. economic growth became more broadly based, with auto sales improving and 
firms increasing machinery and equipment expenditures, stimulating demand for Ontario-produced goods 
and services. At the same time, Ontario exporters were adjusting to the higher value of the Canadian dollar 
by lowering costs and improving production and distribution efficiencies. 


Private-sector forecasters project that real exports from Ontario will accelerate, rising by 4.9 per cent in 
2004 and an average of 4.3 per cent in 2005 to 2007. 


Export growth will be supported by a stable 
level of U.S. auto sales and continued 


Ontario Real International and 
Interprovincial Trade 


Per Cent Change 
10 


increases in business outlays on capital 
equipment, both of which are important parts 





6 5 : EJExports &! Import: 
of Ontario’s trade. The auto industry is : : 


Ontario’s dominant export sector, accounting 
for close to 47 per cent of the province’s 
international merchandise exports. 
Following autos, machinery and equipment 
is Ontario’s second leading source of 
exports, al about 20 p er cent. 2000 2001 2002 2003 2004p 2005-07p 


p = private-sector survey average. 
Sources: Statistics Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 





Private-sector forecasters expect U.S. auto 
sales to remain around 17 million units per 
year during the 2004 to 2007 period. Real business investment on machinery and equipment in the United 
States is projected to increase by 12.2 per cent in 2004 and 10.6 per cent in 2005. 


Ontario exporters in the resource-based industries have benefited from strong demand for commodities 
and sharply higher prices. For example, the value of Ontario exports of forestry products has increased 
over 12 per cent during the first eight months of 2004 from the same period a year earlier. 


However, the expected steady gain in exports cannot be taken for granted and Ontario producers face a 
number of challenges. Ontario exporters will need to persist in adjusting to a higher exchange rate in 
order to remain on top in today’s increasingly competitive global marketplace. Continuous innovation 
to seize new opportunities is an important part of success in export markets. 


a 
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STRENGTHENING BUSINESS INVESTMENT IN INNOVATION: 
RESEARCH AND COMMERCIALIZATION 


“Our plan will make strategic government investments to encourage business development in 
innovative parts of our economy.” Progress Report 2004. 







Business investment plays a critical role in commercializing discoveries derived from public research. 
This includes investments in research partnerships with universities and hospitals; risk capital for new 
technology companies; licensing of new technologies; and support for local business-academic 
technology networks that encourage entrepreneurship and a culture of innovation. 












There are also important benefits from having local businesses tap into the extensive know-how and 
expertise of the world-class scientific talent that is produced by Ontario’s public research 
institutions—universities, colleges, hospitals and other institutes. 







The Ontario Government is moving forward on a new research and commercialization framework that 






will aim to increase business investment and involvement in research performed by Ontario’s public 






research institutions. 







Recently, the Premier announced $300 million over four years in funding support for public research 






infrastructure. 











This is on top of commitments since October 2003, of nearly $1.5 billion over four years in funding 
support for research and commercialization by Ontario’s public research institutions, bringing the value 






of total projected investments over the next four years to $1.8 billion. This includes: 






Realigning Ontario’s science and technology programs—which strengthen Ontario’s research 
capacity and bolster innovation—to focus on commercialization. 





f = The Ontario Research Commercialization Program, which will provide $27 million over four years 
to help public research institutions identify discoveries with commercial potential. 





i = The Ontario Commercialization Investment Funds program, which would provide up to 
$36 million to leverage up to $120 million in new pools of seed capital for spinoff technology 
companies created by faculty, staff and students at Ontario public research institutions. 
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Each day, $640 million of goods are trucked across the bridges and tunnels at Windsor, Sarnia, Niagara 
Falls and Fort Erie that link Ontario and the United States. These vital conduits carry 69 per cent of total 
truck trade between Canada and the United States. 


Of course, the United States is not our only trade partner. Ontario also has significant and well-established 
trade linkages with the rest of the world. The transformation and growth of China’s economy have 
emerged as vital factors in the shape of world trade in the decades ahead. This will be significant for 
Ontario, as it will for all jurisdictions. Geography and history have made the United States 
overwhelmingly our most important trading partner, buying over 90 per cent of our international 
merchandise exports. Even explosive growth in our sales to China will not alter this key relationship over 
the next decade. Nonetheless, Ontario business is actively participating in the growth of trade with China. 
China, including Hong Kong, has become our second-largest two-way trading partner; it ranked fifth in 
1996. Trade with China has grown by three and a half times from $3.9 billion in 1996 to an annualized 
$13.7 billion thus far in 2004. With a diverse population including a large Chinese community, Ontario 
is well positioned to further enhance trade with China. 


Interest Rates Rising Gradually, Inflation 
Contained 


Early in the year, the Bank of Canada brought short-term interest rates to their lowest level in more than 
40 years. Since then, economic growth has improved. As a result, the Bank of Canada has increased 
interest rates by 50 basis points since September. With healthy economic growth expected to prevail 
through 2005, forecasters anticipate the Bank of Canada will continue to reduce monetary stimulus over 
the next year to lean against emergent inflationary pressures. While short-term interest rates have risen 
by about 50 basis points since the time of the Budget, long-term rates have declined by 15 basis points, 
indicating market confidence that the central bank will succeed in keeping the economy from overheating 
and that low inflation will be sustained. In comparison to the assumptions made in the May Budget, short- 
term interest rates have risen at close to the expected pace, but the decline in long-term rates was not 


anticipated. 
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The U.S. Federal Reserve began to raise short-term rates in June in order to bring monetary policy to a 


more neutral stance. Short-term nominal 
in the United States are 


below the 


interest rates 
currently 75 basis points 
equivalent rates in Canada. 

According to private-sector forecasts, 
Canadian three-month treasury bill rates will 
rise by just over a percentage point from an 
average of 2.2 per cent in 2004 to 3.3 per 
cent in 2005. Long-term interest rates are 
projected to increase by less, rising from an 
average of 4.7 per cent in 2004 to 5.2 per 


cent in 2005. 


Canadian Interest Rate Outlook 
(Annual Per Cent) 


2002 


3-month Treasury Bill Rate 2.6 
10-year Government Bond Rate ons 
Ontario CPI Inflation Rate 2.0 


p= private-sector survey average. 





10-Year Government of Canada Bond Rate 


Per Cent 
12 























90 91 92 93 94 95 96 97 98 99 00 01 02 03 04p 05p 06p 


p = private-sector survey average. 
Sources: Bank of Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 


2003 | 2004p 2005p 2006p 2007p 
ESP ee 3.3 4.2 4.6 
47 | 47 5.2 6.0 6.0 
Oy 1.8 2.0 1 1.9 


Sources: Bank of Canada, Statistics Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 


The extent and pace of interest rate increases 
will depend in part on the path of inflation. 
Forecasters expect that Canada’s and 
Ontario’s CPI inflation rates will remain 
low, averaging close to two per cent over the 


forecast horizon. 


One concern about the inflation outlook is 
the rapid rise in oil prices. Since the start of 
2004, the price of a barrel of oil has jumped 
by more than 60 per cent to over $55 US in 
October. 


Ontario CPI Inflation Outlook 


Per Cent 





2003 2004p 2005p 2006p 


p = private-sector survey average. 
Sources: Statistics Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 
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This has resulted in higher gasoline prices, which have increased by over 20 per cent since January. 
Although forecasters expect oil prices to decrease to $38 US per barrel a year from now, strong demand 
and the potential for supply disruptions in the Middle East, Nigeria and Russia add considerable risk to 
oil price forecasts. Currently, futures markets expect oil to remain above $40 US per barrel through 2005. 
Since the time of the Budget, oil prices have averaged about $5 US per barrel more than expected, which 
by itself would tend to increase the CPI inflation rate by up to 0.4 percentage points in 2004. 


However, despite the rise in oil prices, the province’s CPI inflation rate is expected to average 1.8 per cent 
in 2004, down considerably from 2.7 per cent in 2003, and slightly below the Budget projection of 1.9 per 
cent. A number of factors have contributed to the lower rate of inflation this year. The most important 
is the Canadian dollar, which has appreciated against its U.S. counterpart by over 20 per cent since early 
2003, lowering the cost of imported consumer goods and imported business inputs. Inflation has also been 
restrained by Ontario Government measures to reduce auto insurance costs. After boosting Ontario’s 
annual CPI inflation rate by an average of about 0.8 percentage points in 2002 and 2003, declining auto 
insurance rates are helping to lower inflation this year. For example, September’s Ontario CPI rate was 
0.4 percentage points lower than it would have been had Ontario’s auto insurance rate reduction initiatives 
not been implemented. 


Financial markets influence the economy through more than the level of nominal and real interest rates. 
They also provide the mechanism that allows business to access the financing they need to grow and 
expand and provides investment and savings opportunities for citizens. Countries with financial systems 
that efficiently channel savings into productive investments tend to experience higher economic growth 


rates. 


The regulatory environment must reinforce confidence in the financial sector so that it can support the 
competitiveness of industries operating in Ontario and across Canada. Canada’s fragmented securities 
regulatory structure leads to duplicative costs, and related delays in market “windows” of opportunity, 
which dissuade firms from raising capital in multiple provinces. Only 16 per cent of reporting issuers in 
Canada report in all 10 provinces. Since Canada as a whole has only one-fortieth of the U.S. total stock- 
market trading by value, Canadian firms, especially small and medium-sized enterprises (SMEs), face a 


disadvantage in raising capital. 


Progressive regulatory policies will ensure that Ontario’s financial sector, which accounts for 328,000 jobs 
and 7.7 per cent of GDP, stays at the forefront in world capital markets and that key sectors of the 


economy have the access to capital they require to support their growth. 
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FINANCIAL SERVICES 


Competitive and effective financial markets play an important role in attracting broad and active 
participation of investors and, in turn, listed firms. Regulations play a key market-reinforcing role, 


underpinning investor and consumer confidence and market integrity. 







To ensure that Ontario-regulated financial enterprises can continue to compete and grow in dynamic 
local and global markets, and that Ontario consumers and investors continue to be well protected, the 
government is taking steps to modernize regulatory frameworks in several financial markets. 











— As part of its consideration of the Five Year Review of the Ontario Securities Act, on October 18, 
2004, the Ontario Legislative Assembly’s Standing Committee on Finance and Economic Affairs 
(SCFEA) released a report that unanimously endorsed the Province’s proposal for a single securities 
regulator. It signalled that the Ontario Government is right in taking a leadership role to move to 
a common securities regulator for Canada. The Ontario Government will continue to consult with 
investors, companies, securities firms, and other provinces and territories on this priority initiative 
in order to enhance financial market efficiency, provide strong protection for investors, and attract 
international investment. 















Other recommendations in SCFEA’s report will help ensure a modern securities regulatory system 
and strong investor confidence and protection. The Ontario Government plans to take action 
relating to civil liability for secondary market disclosure and new timelines for future securities law 
review committees, and expects to develop proposed legislation in the near future. 








H As announced in the 2004 Ontario Budget, legislation to clarify that investors in publicly traded 
trusts will not be liable for the activities of the trust has been introduced and is currently before the 
Legislative Assembly as part of the Budget Measures Act, 2004 (No. 2), Bill 106. 








f As announced in the 2004 Budget, the government is taking steps to modernize the Mortgage 

Brokers Act. A consultation paper was released in June 2004. The Parliamentary Assistant to the 
Minister of Finance has been consulting with stakeholders. Work is underway to prepare a 
Consultation Draft of a new Mortgage Brokers Act. 
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RISKS TO THE ECONOMIC OUTLOOK 


The private-sector economists who met with the Ministry of Finance in September were in broad 
agreement that the most likely path for the Ontario economy was one of sustained growth. However, 
they cautioned that a variety of external factors pose risks that need to be taken into account. Foremost 
among these risks are oil prices, the health of the U.S. economy and the Canada-U.S. exchange rate. 


The table on the next page shows the typical range for the first- and second-year impact of changes in 
these external factors on the real growth of our economy. These estimates are based on historical 
relationships and illustrate the upper and lower bounds for the average response. The results show the 
implications of changes in key assumptions in isolation from changes to other external factors. In any 
actual situation, the combination of other circumstances can also have a substantial bearing on the 
outcome. The range of possible impacts reflects a variety of factors. 


— For example, each percentage point increase in U.S. real growth adds 0.3 to 0.7 percentage points 
to real growth in Ontario in the first year. In this case, the range in part reflects the fact that the 
impact on Ontario growth depends on the composition of U.S. growth. 


A five-cent rise in the Canadian dollar reduces Ontario growth by 0.2 to 0.9 percentage points in the 
first year. This range reflects a number of uncertainties, such as the extent to which firms pass 
through lower costs for imports because of the higher Canadian dollar to prices for goods and 
services in Canada. 


A sustained $10 US per barrel increase in the price of world crude oil trims Ontario’s real growth 
by 0.3 to 0.7 percentage points in the first year. This impact also assumes natural gas prices rise in 
the same proportion to oil prices, since they are substitute sources of energy. Furthermore, the 
contractionary impact of higher world oil prices on U.S. demand also hurts Ontario exports. The 
range is due in part to uncertainty regarding the degree to which higher energy costs increase 





consumer prices. 
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RISKS TO THE ECONOMIC OUTLOOK (CONT.) 


Impact of Changes in Key Assumptions on Ontario Real GDP Growth* 


(Percentage point change) First Year Second Year 


Canadian Interest Rates Increase by 1 Percentage Point -0.1 to -0.5 -0.2 to -0.6 
U.S. Real GDP Growth Increases by 1 Percentage Point +0.3 to +0.7 +0.4 to +0.8 
Canadian Dollar Appreciates by 5 Cents US -0.2 to -0.9 -0.7 to -1.4 
World Crude Oil Prices Increase -0.3 to -0.7 -0.1 to -0.5 


by $10 US per Barrel 


*|mpacts based on changes being sustained. 
Source: Ontario Ministry of Finance. 
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Moderate Growth in Household Spending 


Growth in household spending on consumer goods and services moderated in 2004 from last year, 
although housing market activity remains robust. Ontario’s positive economic environment will be 
supportive as incomes are lifted by solid job creation, interest rates remain at low levels by historical 
standards and household balance sheets continue to be healthy. 


The Ontario housing market remains strong. Housing starts have generally trended higher since 1996 and 
hit a 14-year high of 85,200 units in 2003. This year, starts are expected to reach 83,200 units, one of the 
highest levels since 1989, according to the average private-sector forecast. The relative strength in the 
Ontario housing market is a result of prevailing low mortgage rates and rising incomes, which makes 
home ownership affordable. Over the medium term, housing starts are forecast to moderate. 


Recently, mortgage rates have started to rise. Average five-year mortgage rates are currently 6.3 per cent, 
up from a low of 5.7 per cent in April, though lower rates are negotiable. 


Ontario’s resale market continued to strengthen in 2004 and is expected to surpass last year’s record 
performance. Over the first nine months of 2004, home resales are up 8.6 per cent compared to the same 
period a year earlier. In 2004, over 195,000 existing homes are expected to be sold and prices are 
anticipated to rise by 7.2 per cent. Modestly higher interest rates are expected to keep the strong housing 
market from overheating and to cause the level of activity to moderate, yet still remain at healthy levels 
over the next few years. 


While housing market activity remains healthy, household spending has moderated, most notably for 
autos. Private-sector forecasts on average expect real consumer spending to rise 2.2 per cent in 2004, 
following a 3.0 per cent rise in 2003. The robust housing market has lifted spending in 2004 as 
household-related purchases have been a significant contributor to consumer spending growth. Furniture 
and electronic store sales are up 6.1 per cent over the first eight months of 2004. Sales by home- 
furnishings stores alone are 23.0 per cent higher. Home centres and hardware stores have also benefited, 
with year-to-date sales up 4.0 per cent over the January to August period of 2004. 
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The rapid pace of home-buying activity has contributed to higher household debt. With a moderate 


increase in interest rates expected, debt- 
servicing costs will rise gradually, but 
household balance sheets appear well 
positioned to absorb this. The ratio of 
Canadian household debt costs to personal 
disposable income was 7.8 per cent in the 
second quarter of 2004, below the 8.1 per 
cent average recorded since 1980. The ratio 
has remained stable since the end of 2001, 
ranging between 7.5 and 7.8 per cent, due to 
low interest rates and rising personal 
incomes. 


The wealth effect associated with increased 





Canadian Household Debt Interest Costs 


Per Cent of Personal Disposable Income 
10.0 


Average (1980:1 -2004:2) 


1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 


Sources; Canadian Department of Finance, Ontario Ministry of Finance and Statistics Canada. 


real estate and higher house prices has contributed to households’ ability and willingness to spend. 
Although house prices are unlikely to continue rising at the pace of recent years, a substantial downward 


movement also appears unlikely. 


Ontario consumer confidence has improved. 
In the third quarter, the Conference Board of 
Canada’s index of confidence for Ontario 
reached its highest level in a year. There has 
been a rise in the proportion of households 
that feel better about their financial prospects 
in the near term, along with an increased 
willingness by consumers to make a major 
purchase. Currently, the index is 9.1 per cent 
above the average for the 1980 to 2004 
period. 


Ontario Consumer Confidence 


Index, 1991 = 100 


1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 


Source: Conference Board of Canada. 
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Business Investment Upswing Underway 


After years of tepid growth, business 
investment is in the midst of a strong capital 
expenditure expansion, supported by 
stronger global economic growth, rising 
profits, healthy corporate balance sheets, 
diminishing spare capacity and lower 
equipment prices. Private-sector forecasters 
expect Ontario businesses to increase real 
spending on machinery and equipment by 
10.5 per cent in 2004, the strongest annual 
gain since 1997. Outlays on machinery and 
equipment are projected to rise by 7.6 per 
cent per year during the 2005 to 2007 period. 
Since about 60 per cent of machinery and 
equipment investment is imported, the more 
than 20 per cent appreciation of the Canadian 
dollar since early 2003 has substantially 
lowered the cost of these investment inputs, 
increase 


prompting firms to capital 


expenditures. 


Stronger investment in machinery and 
equipment will boost productivity, helping 
Ontario businesses compete, despite the 
higher of the Canadian dollar. 
Innovation in new products and processes 


level 


also requires investment in capital goods. 
Having declined for five consecutive years, 
real business investment expenditures on 


° 
= 








Real Business Investment 


Annual Growth (Per Cent Change) 


& Commercial & Industrial 
Construction 

@ Machinery & Equipment 
Investment 
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2002 2003 2004p 2005p 2006p 2007p 


Pp = private-sector average projection. 
Sources: Statistics Canada and Ontario Ministry of Finance Survey of Forecasts (October 2004). 


Healthy Corporate Balance Sheets 


Canadian Ratio of Debt to Equity 
1.15 


0.85 
1988 1990 1992 1994 1996 


1998 2000 2002 2004 


Source: Statistics Canada—debt-to-equity ratio, non-financial industries, Canada, not seasonally adjusted. 


new building projects are forecast to increase by 4.1 per cent in 2005 and an average of 3.7 per cent in the 
following two years, according to the private-sector consensus. 
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Business balance sheets are in good shape. 
The corporate debt-to-equity ratio has been Ontario Profits Trend Upward 


declining for about a decade, while profits ($ Millions) 
have increased sharply by over 62 per cent 70,000 
since their trough in late 2001. 60,000 
Private-sector forecasters expect that 50,000 
corporation profits in Ontario will grow by 40,000 
16.3 per cent in 2004, 9.7 per cent in 2005 30,000 


and an average of 4.9 per cent in 2006 and 20,000 
2007. 10,000 


1988 1990 1992 1994 1996 1998 2000 2002 2004 


Stronger global demand has contributed to a Source: Ontario Economic Accounts. 





higher rate of industrial output in Ontario, 
pushing up capacity utilization. At the 
national level, the industrial capacity utilization rate reached 84.6 per cent in the second quarter of 2004, 
the highest in three and a half years. Manufacturing industries operated at 86.6 per cent of productive 


capacity, the highest rate since late 1999. 


ONTARIO INVESTS IN MANUFACTURING SKILLS AND RESEARCH 


With $100 million assistance through the Ontario Automotive Investment Strategy, Ford Motor 


Company has announced plans to invest $1 billion at its operations in Oakville, making it Ford’s 


first flexible assembly plant in Canada capable of producing more new vehicles, more quickly and 
more efficiently. The facility will also be home to a ground-breaking research and development 





centre focusing on fuel cell technology. 


A modern and efficient infrastructure is essential if Ontario is to remain a location of choice for business 
investment. The Ontario Government recognizes that infrastructure is a key foundation for prosperity and 
is creating a Ten-Year Infrastructure Plan to meet the Province’s needs. This plan is discussed in more 
detail in Annex II. An important component of infrastructure is a dependable electrical generation and 
distribution system, which is critical for the smooth and effective operation of a modern economy. The 
government is taking necessary steps to secure an adequate supply of electricity as outlined below. 
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ELECTRICITY SECTOR REFORMS 


On June 15, 2004, the government introduced Bill 100, the Electricity Restructuring Act, that, if passed, 
would: 











Create a new Ontario Power Authority (OPA) to ensure an adequate, long-term supply of electricity 
and encourage conservation through a new Conservation Bureau led by the province’s first Chief 
Energy Conservation Officer; 






— Enable the Ministry of Energy to set targets for conservation, renewable energy and the overall 
supply mix of electricity in the province; 





— Redefine the role played by the Independent Electricity Market Operator (IMO), as defined in its 
new name—the Independent Electricity System Operator. Some of the current responsibilities of 
the IMO would be moved to the Ontario Energy Board (OEB) and the proposed OPA; 








— Create incentives for more private-sector investment in new generation to help meet growing 
demand; and 






Regulate prices in parts of the electricity sector that would be reviewed and approved periodically 
by the OEB to ensure price stability for consumers. 








These proposed reforms are expected to be implemented early in 2005 and, along with other 







government actions, would: 


Ensure that prices would be more stable while reflecting the true cost of electricity, including the 
elimination of the Province’s and OEFC’s liability for the above-market portion of the approximate 
90 existing power purchase agreements; 








—f Improve OPG performance through government actions to improve management and board 
oversight at OPG, and the move to regulation by the OEB of OPG’s nuclear and baseload 
hydroelectric assets; and 








— Ensure sufficient electricity supply and encourage electricity conservation, providing the 
foundation of a strong, competitive and innovative economy. 

— The government has already taken actions to ensure new renewable and clean electricity 

supply. The Ministry of Energy has issued two requests for proposals (RFP). The RFP for 

300 MW of renewable generation has closed and proposals are currently being evaluated. 

Proposals under the RFP for 2,500 MW of clean generation and demand-side projects must be 

submitted no later than December 15, 2004. 
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Growth Performance in Ontario’s Regions 


Each region of Ontario faces unique challenges and opportunities. 


Over the last 12 months (September 2003 to September 2004), four out of five of Ontario’s regions added 
new jobs and saw their unemployment rate drop’: 





Employment 
Ontario Region Change (%) 


Southwestern + 3.7% 
GTA + 2.7% 
Central + 0.9% 
Eastern + 0.5% 
North - 1.6% 


Net Job 
Change 


+ 28,700 
+ 76,000 
+ 13,100 
+ 4,000 
- 6,000 


Unemployment 
Rate, Sept. 2004 


6.3% 
74% 
5.4% 
6.3% 
8.0% 


Unemployment Rate 
Change from Sept. 2003 


down 0.4 percentage points 
down 0.4 percentage points 
down 0.8 percentage points 
down 0.4 percentage points 


up 0.2 percentage points 


' Note: regional figures are seasonally adjusted, three month moving averages. 
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BUILDING STRONG COMMUNITIES AND VIBRANT CITIES 


The government is committed to improving the quality of life for all Ontarians through the creation of 
strong communities in all regions of Ontario. The government has undertaken a number of measures 
to support Ontario’s municipalities and to work in partnership on shared challenges: 


The government will assume 75 per cent of the cost of public health by 2007. 


The government is delivering on its commitment to make two cents a litre of provincial gas tax 
revenue available to municipalities for public transit by October 2006. Effective October 2004, 
municipalities will start receiving one cent a litre in provincial gas tax revenue, increasing to one 
and a half cents in October 2005, and two cents in October 2006. 


The government has committed over $448 million in transit capital, including support for the 
Toronto Transit Commission, expansion of GO Transit, a bus rapid-transit system for the Greater 
Toronto Area (GTA), and technical studies and environmental assessments for the Ottawa O-Train 
and Waterloo Region’s Light Rapid Transit (LRT). 


The government will soon be launching, with the federal government and the Association of 
Municipalities of Ontario, the $900 million Canada-Ontario Municipal Rural Infrastructure Fund 
(COMRIF) for small and rural municipalities to improve water and wastewater treatment systems, 
waste management and to fix local roads and bridges. 


The government is providing up to $5 million annually in matching education property tax 
assistance to remediate brownfields sites. 


Municipalities have been provided with greater flexibility in 2004 to determine tax rates for 
homeowners and businesses. 
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BUILDING STRONG COMMUNITIES AND VIBRANT CITIES (CONT.) 


f The government has established the Ontario Strategic Infrastructure Financing Authority (OSIFA) 
to provide affordable financing for public infrastructure priorities and to issue Infrastructure 
Renewal Bonds, providing Ontarians with an opportunity to invest in their communities. 









— OSIFA is assisting 170 municipalities across the province by providing over $2 billion in low-cost 
financing for over 1,000 local projects. 







H The Province is investing over $400 million to support source-to-tap drinking-water initiatives, 
which includes over $250 million in capital funding. 







— The government passed the Greenbelt Protection Act, 2004, implementing a moratorium on new 
urban development in the Golden Horseshoe Area. The government has released a draft plan for 
consultation to establish a Golden Horseshoe Greenbelt and intends to have a final plan ready by 
mid-December. 












In consultation with stakeholders, the government is developing Places to Grow, a framework to 
guide infrastructure investment in support of sustained growth in the Greater Golden Horseshoe—a 
region whose economic strength is a key driver of Ontario’s prosperity. 







f In November 2003, the Province signed the Canada-Ontario Affordable Housing Agreement. In 
February 2004, $56 million in joint federal-provincial funding was allocated for more than 2,300 
new affordable housing units. 
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Economic growth has been slower in northern Ontario than in other parts of the province. The Ontario 
Government is committed to ensuring that the north fully shares in the province’s opportunities. 







NORTHERN PROSPERITY 


Ontario government initiatives to support economic prosperity and job opportunities in the north 
include: 


The Northern Ontario Prosperity Plan was announced in the 2004 Budget and formally launched in 
June. The Plan includes economic initiatives such as: 

















— The Northern Ontario Grow Bonds pilot project, which would improve access to financing for 
new and expanding small and medium-sized businesses in northern Ontario; and 


— Go North Investor Program, an international marketing initiative to showcase northern 
Ontario’s competitive advantages and attract investment. 
— Funding for the Northern Ontario Heritage Fund Corporation (NOHFC) rose by $35 million for 
2004-05. As part of the Northern Ontario Prosperity Plan, a refocused NOHFC will return to its 
original mandate of fostering private-sector job creation. 


— The government is moving forward with plans to improve northern Ontario’s road infrastructure 
through a $256 million Northern Highways Program. 


Bf OSIFA was created in the 2004 Ontario Budget as an innovative financing vehicle to be used by 
Ontario communities to renew and build critical public infrastructure. To date, OSIFA is assisting 
41 northern municipalities with $219 million in low-cost loans to assist in renewing their local 
infrastructure. 


The government is investing in skills development in northern Ontario. For example, construction 
has begun on the Northern Ontario Medical School. 








— The government is listening to the people of northern Ontario. Four new Northern Development 
Councils (NDCs) will provide direct input from northerners on policy decisions that affect their 
region’s prosperity and quality of life. In particular, the Far North NDC is an important step towards 
building a new co-operative partnership with northern Ontario’s remote First Nations communities. 
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Conclusion 


Ontario’s economic performance is in line with the outlook presented in the 2004 Budget. Full-time job 
creation is on track for the largest gain in four years. Ontarians will see rising real after-tax income per 
capita this year, following a three-year period over which there was no growth. While higher oil prices 
and the recent rapid appreciation of the Canadian dollar to a 12-year high pose a particular challenge for 
Ontario, exporters are adjusting by lowering costs and investing in improved production and distribution 
efficiencies. Consumers benefit from the higher dollar through cheaper imports. 


The government recognizes that economic prosperity is built on our strengths: a highly skilled workforce; 
an effective infrastructure system, including a reliable supply of energy; a competitive business cost 
environment; and modern, efficient public services. The Province is pursuing strategies to strengthen the 
foundations for the next generation of economic growth. These include expanding apprenticeship training 
and post-secondary enrolment, providing programs to make the best use of the skills and talents of 
immigrants, supporting infrastructure expansion, and strengthening the economies of Ontario’s cities and 
regions. These strategies are being pursued as part of a responsible and accountable fiscal plan, which is 
described further in Annex II. 
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Appendix: Details of the Ontario Economic 
Outlook 





The Ontario Economy, 2002 to 2007 


Actual Projected 
(Per Cent Change) 2002 2003 2004 2005 2006 2007 
Real Gross Domestic Product otf 1.6 2.3 3.2 3.1 3.3 
Personal consumption 3.6 3.0 | 2.2 2.6 3.0 IY 
Residential construction 9.3 4.9 | 5.6 -0.7 ie 2.4 
Non-residential construction -1.8 -4.0 | -2.4 2.3 oat 30 
Machinery and equipment 4.2 7.6 | 10.8 6.7 5.9 5.4 
Exports 3.4 -1.3 | oo 4.8 3.9 3.9 
Imports 3.8 2.8 | 9,0 S| 4.1 4.2 
Nominal Gross Domestic Product 5.7 3.2 | 4.4 5.1 5.1 5.2 
Other Economic Indicators | 
Retail sales 5.9 3.4 2.9 41 4.1 43 
Housing starts (000s) 83.6 85.2 | 82.2 76.0 75.0 74.0 
Personal income 2.8 25 | 35 45 48 4.9 
Wages and salaries* 3.8 2.9 | 3.4 4.4 onl O2 
Corporate profits 7A 8) | 8.6 6.6 5.0 5.9 
Consumer Price Index 2.0 Pas | | 1.8 2.0 1.9 1.8 
Labour Market | 
Employment 1.8 2.6 ibs 1.8 2.0 aA 
Job creation (000s) 105 161 | 103 112 131 138 
Unemployment rate (per cent) ed 7.0 | 6.7 6.5 6.2 5.9 


* Includes supplementary labour income. 
Sources: Statistics Canada, Canada Mortgage and Housing Corporation, and Ontario Ministry of Finance. 
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Introduction 


One year ago, former provincial auditor Erik Peters was asked by the Premier-designate to undertake an 
independent review of the Province’s finances. The review concluded that the Province faced a potentially 
large deficit for 2003-04, now confirmed to be $5.5 billion. This deficit was not a one-year anomaly in 
an otherwise healthy fiscal situation. It was a structural deficit caused by several years of much faster 
growth in program spending than in government tax revenues. The structural deficit also raised significant 
accountability and transparency issues. 


The 2004 Ontario Budget set out a four-year plan to improve accountability and transparency, and restore 
fiscal balance. The cornerstone of this plan is the proposed Fiscal Transparency and Accountability Act 
(FTAA), introduced in the legislature last May. Key elements of the proposed Act include requirements 
for a multi-year fiscal plan, a discussion of risks in the budget and mid-year report, as well as a 
pre-election report on the Province’s finances that would be reviewed by the Provincial Auditor. 


The 2004 Budget laid out the government’s four-year plan to achieve a balanced budget through a mix 
of revenue generation, cost-containment measures and economic growth initiatives. The structural deficit 
inherited from the previous government is being dealt with by taking a balanced and responsible approach 
to deficit reduction over the medium term, while providing funding for necessary programs and services 
to the public. The government is on track to achieve its multi-year fiscal plan. The $5.5 billion deficit 
in 2003-04 will be reduced to $2.2 billion in 2004-05, $2.1 billion in 2005-06 and $1.5 billion in 2006-07. 
Ontario’s books will be balanced by 2007-08. 


This paper will provide an overview on: 


f Section I: 2004-05 Second Quarter Fiscal Update; 
H Section II: Medium-Term Fiscal Plan and Outlook; and 
B Section IIT: Potential Risks, Cost Drivers and Contingent Liabilities. 
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Section I: 2004-05 Second Quarter Fiscal 


Update 
2004-05 FISCAL SUMMARY 


As at September 30, a deficit of $2,168 million is projected in 2004-05, an in-year improvement of 
$71 million from the deficit projected in the 2004 Budget and an improvement of $67 million from the 
outlook presented in the First Quarter Ontario Finances. The current 2004-05 fiscal outlook reflects the 
projected fiscal impact of the recent First Ministers’ health agreement, which will increase Ontario’s 
revenue and health spending by $824 million. The majority of these investments will be used to reduce 
wait times and improve access to primary care, home care, and community mental health care services. 





2004-05 Fiscal Outlook 


($ Millions) 
Actual | Budget Plan Outlook* In-Year 
2003-04 + 2004-05 2004-05 Change 
Revenue** 68,400 78,360 79,041 681 
Expense 
Programs 62,104 ! 66,695 67,520 825 
Capital 2115 Zoro 2,575 -- 
Interest on Debt 9,604 i 10,329 10,114 (215) 
Total Expense 73,883 ! 79,599 80,209 610 
Reserve et 1,000 1,000 - 
| 


Surplus / (Deficit) (5,483) (2,239) (2,168) 71 


*  Second-quarter fiscal forecast as at September 30. 

Includes one-time revenue gain of $3,881 million related to the projected elimination of the liability for non-utility generator power 
purchase agreements in 2004-05. 

Source: Ontario Ministry of Finance. 


H Total revenue is projected at $79.0 billion, a net increase of $0.7 billion from the 2004-05 Budget 
Plan. This increase is primarily due to the First Ministers’ health agreement, which increases federal 
payments to Ontario by $824 million. 


kk 


H Total expense is projected to increase to $80.2 billion, up a net $0.6 billion from the Budget Plan. As 
a result of the recent First Ministers’ health agreement, the Ministry of Health and Long-Term Care 
will receive an additional $824 million that will be spent on health care for Ontarians. This increase 
is partially offset by interest on debt savings of $215 million. 


H The reserve, included to protect the fiscal plan against unexpected and adverse changes in the 
economic and fiscal outlook, is unchanged at $1 billion. Any portion of the reserve not required at 
year-end will be used to reduce the deficit. 
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IN-YEAR REVENUE PERFORMANCE 


Total revenue in 2004-05 is projected at $79,041 million, a net increase of $681 million from the 2004-05 
Budget Plan and $677 million over the First Quarter Ontario Finances, mainly due to new revenues 
provided under the First Ministers’ health agreement. 





Summary of 2004-05 In-Year Revenue Changes Since Budget 
($ Millions) 


Revenue Changes This Quarter:* 
Taxation Revenue 





Personal Income Tax 130 
Retail Sales Tax (160) 
Gasoline Tax (65) 
Land Transfer Tax 00 
(45) 
Government of Canada 
Canada Health Transfer 388 
Medical Equipment 194 
Wait Times Reduction Fund 242 
824 
Income from Government Enterprises 
Ontario Lottery and Gaming Corporation (102) 
Liquor Control Board of Ontario (9) 
(111) 
Other Non-Tax Revenue 
Liquor Licence Revenue 8 
Miscellaneous Other Non-Tax Revenue 
9 
Total Revenue Changes This Quarter 677 
Net Revenue Changes Reported in First Quarter Ontario Finances 4 


Total In-Year Revenue Changes 681 


* Second-quarter fiscal forecast as at September 30. 
Source: Ontario Ministry of Finance. 
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Changes to the revenue forecast this quarter include: 


Personal Income Tax revenue increasing by $130 million primarily due to higher 2003 tax 


assessments. 


Retail Sales Tax revenue decreasing by $160 million primarily due to weaker consumer durable goods 
expenditures, notably low levels of vehicle sales to date this year. 


Gasoline Tax revenue decreasing by $65 million due to reduced consumption corresponding to higher 
pump prices for gasoline. 


Land Transfer Tax revenue increasing by $50 million due to continued high levels of housing resales. 


Federal Payments increasing by $824 million based on the First Ministers’ health agreement. This 
amount includes increases in the Canada Health Transfer ($388 million), Medical Equipment revenue 
($194 million) and new revenue ($242 million) for the Wait Times Reduction Fund. 


Ontario Lottery and Gaming Corporation (OLGC) net income decreasing by $102 million largely due 
to lower earnings from the border casinos. Business at border casinos continues to be adversely 
affected by the decreasing value of the U.S. dollar and perceived border-crossing slowdowns. Lower 
Pro-Line lottery profits attributable to the National Hockey League labour dispute also lowered the 
OLGC net income outlook. 


Market developments in the brewing industry have led to a move of warehousing and shipping 
functions for some products from the Liquor Control Board of Ontario (LCBO) to the brewing 
industry. This results in a $9 million reduction in LCBO net income through lower mark-up revenue 
($8 million) and lower out-of-store cost of service fees ($1 million). The lower LCBO mark-up 
revenue is fully offset by increased Alcohol and Gaming Commission of Ontario fees, resulting in 
increased Liquor Licence Revenue of $8 million. 


Miscellaneous Other Non-Tax Revenue increasing by $1 million from the Proceeds of Crime and 
Civil Remedies Special Purpose Accounts to offset the cost of managing forfeited assets as a result 
of combatting indoor marijuana grow operations in 2004-05. 
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IN-YEAR EXPENSE PERFORMANCE 


As at September 30, total expense for 2004-05 is projected at $80,209 million, up a net $610 million from 
the 2004-05 Budget Plan and First Quarter Ontario Finances. This increase is largely due to increased 
health spending of $824 million, equal to Ontario’s entitlement based on the First Ministers’ health 
agreement. This increase is partially offset by interest on debt savings of $215 million. 





Summary of 2004-05 In-Year Expense Changes Since Budget 





($ Millions) 

Operating Expense Changes This Quarter:* 

Health Spending—increase reflects First Ministers’ health agreement 824 

Justice Technology Service—transfer to Ministry of the Attorney General 8 
Fully offset from Ministry of Community Safety and Correctional Services (8) 

Peterborough flood disaster assistance 3 
Fully offset from the Contingency Fund (5) 

Integrated Financial Information System—implementation 2 
Fully offset from the Contingency Fund (3) 

Managing forfeited assets—combatting indoor marijuana grow operations 1 

Interest on debt savings (215) 
Total Operating Expense Changes This Quarter 610 

Capital Expense Changes This Quarter:* 

Ontario Research Fund 13 
Fully offset from the Capital Contingency Fund (13) 

Peterborough flood disaster assistance 3 
Fully offset from the Capital Contingency Fund (3) 


Total Capital Expense Changes This Quarter - 
Net Expense Changes Reported in First Quarter Ontario Finances “ 
Total In-Year Expense Changes 610 


* Second-quarter fiscal forecast as at September 30. 
Sources: Ontario Ministry of Finance and Ontario Ministry of Public Infrastructure Renewal. 
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Operating Expense Changes al 
f Asa result of the recent First Ministers’ health agreement, the Ministry of Health and Long-Term 


Care will receive an additional $824 million that will be spent on health care for Ontarians. Of the 
additional $824 million, $194 million has been allocated for the purchase of medical equipment. The 
remaining $630 million will be used for investments to reduce wait times and improve access to 
primary care, home care and community mental health care services. 


— An additional $8 million was provided in-year to the Ministry of the Attorney General as a result of 
the transfer of Justice Technology Services from the Ministry of Community Safety and Correctional 
Services. 


H An in-year expense increase of $5 million in the Ministry of Municipal Affairs and Housing, fully 
offset from the Contingency Fund, was provided for disaster relief assistance due to the flooding in 
Peterborough in July 2004. This funding supported emergency costs incurred by individuals and 
small businesses, as well as public emergency response costs for the municipality. 


— An additional $3 million was provided in-year for the continued implementation of the Integrated 
Financial Information System, fully offset from the Contingency Fund. The Ministry of the Attorney 
General, Ministry of Community Safety and Correctional Services and Management Board Secretariat 
each received $1 million. 


E An additional $1 million was provided in-year to the Ministry of the Attorney General for the costs 
of managing forfeited assets as a result of combatting indoor marijuana grow operations in 2004-05, 
fully offset by revenue. 


— Savings of $215 million on interest on debt are attributable to lower-than-planned interest rates and 
cost-effective debt management. 


Capital Expense Changes 

H = An additional $13 million was provided to the Ministry of Economic Development and Trade for the 
Ontario Research Fund, fully offset from the Capital Contingency Fund, to match the federal 
government’s Canada Foundation for Innovation (CFI) grants. This funding will enable Ontario 
researchers to acquire and upgrade equipment and infrastructure to enhance research. 


f An in-year expense increase of $3 million in the Ministry of Municipal Affairs and Housing, fully 
offset from the Capital Contingency Fund, was provided for disaster relief assistance due to the 
flooding in Peterborough in July 2004. This funding is supporting the repair of public infrastructure 
in the Peterborough area. 
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ONTARIO STRATEGIC INFRASTRUCTURE FINANCING AUTHORITY 


In the 2004 Ontario Budget, the government created the Ontario Strategic Infrastructure Financing 
Authority (OSIFA) as an innovative financing vehicle that can be used by the broader public sector to 
renew and build critical public infrastructure assets. Renewing Ontario’s public infrastructure improves 
the quality of public services and helps build a strong and prosperous economy. This financing vehicle 
also provides the federal government with an opportunity to partner with Ontario. We continue to 
encourage the federal government to participate in renewing Ontario’s infrastructure. 


OSIFA Infrastructure Renewal Loan Program 

OSIFA will continue to develop and implement an infrastructure renewal loan program that provides 
efficient and affordable financing to meet critical municipal, health and housing infrastructure priorities. 
OSIFA is based on a proven “pooled financing” concept that aggregates the infrastructure investment 
needs of many borrowers into one borrowing pool. OSIFA offers low-cost and longer-term financing to 
assist borrowers in renewing their infrastructure. The loans provided by OSIFA will be a key vehicle to 
achieving critical infrastructure objectives, particularly for many small municipal and other broader 
public-sector borrowers. Larger borrowers can benefit from significant savings on transaction costs. 


OSIFA’s 2004-05 infrastructure renewal loan program, announced in the 2004 Ontario Budget, is focusing 
on Ontario’s municipalities, offering affordable infrastructure financing for key municipal priorities: clean 
water infrastructure, sewage and waste management infrastructure, municipal roads and bridges, public 
transit, municipal long-term care facilities and renewal of municipal social housing. OSIFA is assisting 
170 Ontario municipalities in communities across the province. Over $2 billion in OSIFA financing is 
helping these municipalities with infrastructure investments for over 1,000 local projects. 


Infrastructure Renewal Bonds 
Funding for the Authority’s infrastructure renewal loan program will come from the proceeds of the sale 


of Infrastructure Renewal Bonds (IRBs). These bonds will be available to institutional and individual 
investors. They will offer an investment that is backed by the credit strength of the broader public sector. 
As promised in the 2004 Ontario Budget, the first issue of IRBs will take place later this fiscal year. IRBs 
will provide local investors with a solid investment for their families and an opportunity to invest in 


Ontario’s local infrastructure. 
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Ontario Strategic Infrastructure Financing Authority Loans/Commitments 
Total Loans/ 


Category Commitments 
Category Commitments __($ Millions) % 
Clean Water Infrastructure 126 599 28 
Sewage Infrastructure 83 641 30 
Waste Management Infrastructure 17 67 3 
Municipal Roads 70 434 20 
Municipal Bridges 41 83 4 
Public Transit 13 161 
Municipal Long-Term Care 10 181 
Total PP 2166. 4008 





Note: Numbers may not add due to rounding. 
Source: Ontario Strategic Infrastructure Financing Authority. 


Some examples of OSIFA’s low-cost loans include over $5 million for sewage infrastructure in St. Clair 
Township; $0.9 million for clean water in Killarney; $0.3 million for bridges in Thames Centre; and 
$6.7 million for roads in the County of Dufferin. 


Round 2 of OSIFA’s 2004 loan program closed on October 29, 2004. An announcement indicating the 


approved municipal applications will be made shortly. For more information on OSIFA’s loan program, 
please visit www.osifa.on.ca. 
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Section Il: Medium-Term Fiscal Plan and 


Outlook 
MEDIUM-TERM FISCAL PLAN 


In 2000-01, program spending by the previous government began to grow significantly faster than the rate 
of growth in taxation revenues, gradually creating the conditions for the fiscal imbalance or structural 
deficit that persists today. The current government’s plan to eliminate the structural deficit will be 
achieved by transforming and modernizing government, and by holding program spending growth to less 
than the rate of growth in taxation revenues over the medium term. 


The 2004 Budget laid out a clear four-year ats ‘4 
Eliminating the Structural Deficit 


achieve a balanced budget through a mix of septa: 


strategy to eliminate the structural deficit and 


revenue generation, cost-containment 
measures and economic growth initiatives. 
The government’s medium-term fiscal plan 
includes steadily declining deficit targets of 
$2.2 billion in 2004-05, $2.1 billion in 2005- 
06, $1.5 billion in 2006-07 and a balanced 
budget by 2007-08. 


2003-04 2004-05 2005-06 2006-07 2007-08 
Actual Outlook” 





les one-time revenue gain of $3.9 billion related to the projected elimination of the liability for non-utility generator power purchase agreements 


The government is on track to meet these * Sra a eso remeheg 

targets. As at September 30, the projected | ~ 

fiscal outlook is a deficit of $2,168 million in 

2004-05, an improvement of $71 million from the target set out in the 2004 Budget. The deficit target of 
$2.2 billion includes a one-time revenue gain of $3.9 billion related to the projected elimination of the 
above-market liability for power purchase agreements with non-utility generators, if the proposed new 
legislation is passed, and the electricity market structure is in place this fiscal year. 





MEDIUM-TERM FISCAL OUTLOOK 


The government’s medium-term fiscal outlook originally outlined in the 2004 Budget has been updated 
to reflect the impact of the recent First Ministers’ health agreement. As a result of the agreement, 
Provincial revenues and Ministry of Health and Long-Term Care spending have both increased by $0.8 
billion in 2004-05, $1.2 billion in 2005-06, and $1.3 billion in 2006-07 and 2007-08. The government’s 
deficit targets for the medium term are unchanged, culminating in a balanced budget in 2007-08. 
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The following table outlines the current medium-term fiscal plan and outlook for the Province, including 


details of key revenue sources and planned spending for key sectors through to 2007-08. 
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Medium-Term Fiscal Outlook* 
($ Billions) 


Revenue 
Taxation Revenue 
Government of Canada 
Income from Government Enterprises 
Other Non-Tax Revenue** 
Total Revenue 
Expense 
Programs 
Health Care 
Change Fund - Health Care*** 
Education 
Training, Colleges and Universities 
Social Services 
Justice 
Other Programs 
Total Programs 
Capital 
Interest on Debt 
Total Expense 
Reserve 
Surplus / (Deficit) 


* 


*k 


agreements in 2004-05. 


Second-quarter fiscal forecast as at September 30. 
Includes one-time revenue gain of $3.9 billion related to the projected elimination of the liability for non-utility generator power purchase 


2004-05 | 2005-06 2006-07 2007-08 
| 
BA Qari ware 60.6 63.5 
Aen MeAVE 12.7 13.1 
a5 4.1 4.0 4.1 
10.0 | 6.4 6.5 6.6 
79.0 | 81.1 83.9 87.3 
: 
30:5ag mn) 924 33,2 34.1 
OG a 
10.6225 ul dle 17 12.0 
Aen 4.3 4.3 4.4 
oe 9.4 9.6 9.7 
20M 2.9 2.8 2.8 
Gin! 8.5 8.6 8.9 
67.5 | 68.4 70.2 71.9 
26aae 2 25 25 
101 at0.8 11.1 11.5 
6025 esa ae iy 83.9 85.8 
1.0 | 1.5 1.5 1.5 
Q2)\m (2.1) (1.5) 0.0 


*™ Expense outlook for 2004-05 includes a one-time Change Fund of $1.0 billion, including $0.6 billion to assist with the transformation of 


the health care sector. 
Note: Numbers may not add due to rounding. 
Source: Ontario Ministry of Finance. 
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Revenue 

The medium-term revenue outlook from 2005-06 to 2007-08 is unchanged from the 2004 Budget, except 
for the additional revenues provided as a result of the First Ministers’ health agreement. While there have 
been a number of changes in the composition of the revenue outlook in the current year, it is expected that 
these changes will largely offset each other over the medium term. 


Total revenue in 2007-08 is projected at $87.3 billion, an increase of $8.3 billion or 10.5 per cent over the 
2004-05 forecast of $79.0 billion. Apart from $3.9 billion in one-time revenues arising in 2004-05 from 
the projected elimination of the liability associated with power purchase agreements with non-utility 
generators, the forecast growth of revenue between 2004-05 and 2007-08 is 16.2 per cent. 


— Taxation Revenue is forecast to increase by $9.5 billion between 2004-05 and 2007-08, at an average 
annual growth rate of 5.6 per cent. The average annual growth rate of nominal gross domestic product 
over the 2005 to 2007 period is 5.1 per cent. The maturation of measures announced in the 2004 
Budget, particularly the proposed Ontario Health Premium that will be fully implemented in 2005-06, 
boosts the growth of Provincial tax revenues above what would normally be expected given the 
economic outlook. 


— Federal Payments to Ontario are forecast to increase by $1.5 billion between 2004-05 and 2007-08, 
with an average annual growth rate of 4.1 per cent. The projection is consistent with the current 
federal- provincial transfer arrangements and funding formula, and includes the new funding provided 
under the First Ministers’ health agreement of $824 million in 2004-05, $1.2 billion in 2005-06, and 
$1.3 billion in 2006-07 and 2007-08. 


— Income from Government Enterprises is forecast to rise by $0.6 billion between 2004-05 and 2007-08, 
with an average annual growth rate of 5.8 per cent. 


— Other Non-Tax Revenue is forecast to increase by $0.5 billion between 2004-05 and 2007-08, at an 
average annual growth rate of 2.6 per cent, excluding $3.9 billion in one-time revenues arising in 
2004-05 from the projected elimination of the liability associated with power purchase agreements 
with non-utility generators. 
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Expense + 
Over the medium term, total expense will rise from $80.2 billion this year to $85.8 billion in 2007-08, an 


increase of $5.6 billion. Annual growth in total expense will average 2.3 per cent over this period, down 
from the 8.6 per cent rate of growth projected for 2004-05, a transition year as the Province moves to 


results-based fiscal planning and budgeting. 


This slowing of Provincial spending growth over the medium term reflects: 
— the maturing of the results-based planning process with improved accountability in Provincial 
spending; and 
— agreater realignment of fiscal planning and budgeting to focus on the government’s priorities and 
results. 


In order to address the structural deficit inherited from the previous government and ensure a sustainable 
fiscal policy, program spending growth over the medium term will be held to a rate well below the rate 


of growth in taxation revenue. 


To modernize and transform public services, a comprehensive review of programs the government delivers 
is underway. The composition of ministries’ multi-year results-based planning numbers could vary 
significantly. These numbers will be reported in the 2005 Ontario Budget. 


Reserve 
Reserves of $1.0 billion in 2004-05, growing to $1.5 billion in subsequent years, have been included in 


the medium-term fiscal outlook to protect against unexpected and adverse changes in the economic and 
fiscal outlook. 
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SECTOR OUTLOOK 


Health Care 

In September 2004, the Ontario Government, along with the other provinces and the federal government, 
signed a national health care agreement (First Ministers’ health agreement) that will provide additional 
funds for health care including funding to help shorten wait times. As a result of the First Ministers’ health 
agreement, spending in health care services is projected to increase by $824 million in 2004-05, $1.2 
billion in 2005-06, and $1.3 billion in 2006-07 and 2007-08 above otherwise planned levels as noted in 
the 2004 Budget. 


Including this additional new federal 


Health Operating Spending 


$ Billions 


funding, health care base program funding 
over the medium term will rise by more than - 

ce en ; First piers health agreement 
$3.0 billion from $31.1 billion in 2004-05 to cbslielen ete 
$34.1 billion in 2007-08. Excluding the me staons 28.0 
additional funds from the First Ministers’ 
health agreement, major areas of health care 
spending in 2004-05 include $11.3 billion in 
operating support to Ontario’s 152 hospitals 
and $7.1 billion in OHIP payments to 
physicians and other service providers. The sie 

i Eee : * Excludes SARS-related health costs of $0.6 billion and major one-time costs of $0.2 billion. 
ia emainder of more than $1 1.8 billion In be Tikes ay NAMES ed ae oe and Graphs section for more details. 
. 3 Source: Ontario Ministry of Finance. 

health care spending supports a wide range 
of services, including funding for drug 














2000-01 2003-04" 2004-05** 2005-06 2006-07 2007-08 
Outlook 








programs, long-term care facilities, home 
care and other community services. 


The results expected in this sector, as highlighted in the 
government's Progress Report 2004, are: 


Shorter waiting times for key services 

= Reduce waiting times for MRIs and CT scans, cancer care, 
cataract and cardiac procedures, and hip and knee joint 
replacements 


More families with access to primary health care 
= Establish 150 Family Health Teams to provide 
comprehensive primary care 


Preventing illness, promoting wellness 
= Reduce illnesses from smoking, obesity and environmental 


pollution 
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Education 


Ministry of Education operating spending is projected to increase from $10.6 billion in 2004-05 to 
$12.0 billion in 2007-08. Ona school-year basis, funding to school boards through the Grants for Student 
Needs (GSN) will increase by $2.1 billion in 2007-08 over the 2003-04 level. Per-student funding over 
the same period will increase by more than 14 per cent to nearly $9,100 in 2007-08, or over $1,100 per 


student. 


The results expected in this sector, as highlighted in the 
government's Progress Report 2004, are: 


Higher literacy and math achievement 

= Increase the percentage of Grade 6 students performing at 
or above the standard on the Provincial reading and math 
tests to 75% 
Improve the performance of those schools where 2/3 or 
more of the students do not meet the Provincial standard in 
Grade 3 reading tests 


Lower high school drop-out rate 
= Reduce the number of students who leave high school 
without a diploma 





To support a better learning environment, the 
medium-term plan includes enhancements 
such as $90 million in 2004-05 to begin to 
cap class sizes at 20 students for junior 
kindergarten to Grade 3 and $200 million 
annually, starting in 2005-06, for an 
infrastructure fund to repair crumbling 
schools. Additional enhancements include 
$133 million in 2004-05, annualizing to 
$250 million in 2005-06, primarily to 
provide resources to teachers to help every 
child progress towards achieving the 
provincial standard in literacy and math and 


turnaround teams of experts working with poor-performing schools to improve student performance. 
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Training, Colleges and Universities 

To support post-secondary education, student financial assistance, and apprenticeship and training 
programs, the operating spending of the Ministry of Training, Colleges and Universities is projected to 
increase by $0.5 billion between 2003-04 and 2007-08. Post-secondary funding in 2004-05 includes 
$3.0 billion to support the basic operating costs of colleges and universities and to assist in increasing 
enrolment in post-secondary education by 50,000 students. Student financial assistance of $0.4 billion in 
2004-05 will be provided for the Ontario Student Assistance Program, scholarships and bursaries. The 
Province has launched a Post-secondary Review, headed by former premier Bob Rae, to provide advice 
about the design and funding of Ontario’s post-secondary education system. 


The results expected in this sector, as highlighted in the AE SRO MAN e a SUSIE SOIT 6S 


government's Progress Report 2004, are: years on training and apprenticeship 


program activities, set at $0.3 billion in 


A skilled workforce 2004-05, will increase the number of 


= Increase participation in post-secondary education and skills ] ; : ‘ 
training Boek : u apprenticeship registrations by 7,000 


= Increase the percentage of internationally trained people annually. This spending will also support 
becoming qualified to work in Ontario 





the integration of internationally trained 
professionals into Ontario, including 
bridging training programs that provide Canadian work experience. 


Social Services 
Funding for the social services sector, which includes the Ministries of Community and Social Services, 


and Children and Youth Services, is projected to increase $0.6 billion by 2007-08 from the 2004-05 level. 
In 2004-05, operating expense in the Ministry of Community and Social Services includes $4.6 billion to 
provide assistance to individuals and families through Ontario Works, Ontario Disability Support and the 
Ontario Drug Benefit Plan. In addition, $1.0 billion is provided this year for support services for people 
with developmental disabilities, including community living, respite care and specialized community 


supports. 


The major components of spending in the Ministry of Children and Youth Services include $1.1 billion 
in 2004-05 for child welfare services and $0.6 billion for child care supports, including child care fee 
subsidies to help make the system more affordable. 


San TET 
SSS 


2004 Ontario Economic Outlook and Fiscal Review 51 


CAAA TT a 


Justice Sector kai 
The justice sector, comprising the Ministry of the Attorney General and Ministry of Community Safety 


and Correctional Services, will spend $2.9 billion in 2004-05 to support justice programs and build 
stronger, safer communities. This funding will support the operation of 40 Provincial jails and detention 
centres, housing an average of about 7,700 offenders each day, and the supervision of another 80,000 
offenders serving sentences in the community. Other key justice sector programs and services include 
legal aid and victims’ services, the funding of about 5,000 Ontario Provincial Police officers across the 
province and the operation of over 250 courts, prosecuting about 500,000 charges a year. 


Other Program Spending 
Funding for all other Provincial programs in 2004-05 is $9.6 billion. Spending in this sector focuses on 


such varied areas as ensuring that Ontario has a clean environment, competitive business climate, efficient 
government services and a reliable supply of energy. 


This funding also supports the Ontario 
Automotive Investment Strategy, a 
$500 million multi-year funding 


Competitive business environment _ commitment, that will increase investment 
= Ensure a competitive business environment that will attract 


The results expected in this sector, as highlighted in the 
government's Progress Report 2004, are: 


in new innovative technologies and 


jobs to, and investment in, Ontario’s economy 
= Ensure a reliable energy supply enhanced skills training to ensure Ontario 


be maintains its competitive advantages in 
Modern, efficient public services 


= Deliver timely, cost-effective and accountable public services automobile and parts production. 





To modernize and transform public services, a comprehensive review of programs the government delivers 
is underway. The composition of ministries’ multi-year results-based planning numbers could vary 
significantly. These numbers will be reported in the 2005 Ontario Budget. 
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INFRASTRUCTURE INVESTMENT 


Investments for Economic Growth and Quality of Life 


Modernizing Ontario’s Transportation Infrastructure 


TE i i EE 


Two cents of the gas tax for municipal transit systems, 
started with the first cent this October. 

New Canada-Ontario Municipal Rural Infrastructure Fund for 
rural roads and bridges and water and waste water 
management projects. 

Projects underway to improve the Windsor, Niagara and 
Sarnia border crossings, including improvements to the 
Windsor-Detroit Tunnel Plaza and to the Queenston- 
Lewiston Bridge. Planning for potential new or expanded 
border crossings in Windsor and Niagara is proceeding 
through two bi-national processes. 

First phase of cross-GTA Bus Rapid Transit system under 
construction in Mississauga. 

Investments to make GO Transit more convenient and 
attractive, including brand-new stations in Brampton and 
Newmarket and expanded parking lots at the Whitby, Ajax 
and Clarkson stations. 

An environmental assessment is underway relating to the 
extension of the Spadina subway line. 

Environmental assessments for the new Waterloo LRT and 
expansion of the Ottawa O-Train. 

Long-term program to rebuild Highway 401 through Toronto 
is well underway, improving safety and relieving congestion. 
Highway 69 safety initiative between Sudbury and Parry 
Sound to add paved shoulders, truck lay-by stations and 
electronic signs with traffic and weather condition updates. 
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Infrastructure is fundamental to a prosperous 
economy, modern and efficient public 
services, and Ontario’s high quality of life. 
Its impact on productivity is profound. 
Every additional $1 million invested in 
reduces Ontario 


public infrastructure 


business costs by $200,000 annually. 


Ontario’s gross capital investment of 
$3.3 billion in 2004-05 will help improve 
the transportation networks vital to the 
economy, help reduce wait times for health 
services, improve learning environments for 
students, 
environment. 


and contribute to a cleaner 


This investment is being used to keep our 
current assets in good working order, to 
upgrade them to meet new standards or 
provide better services, and to build new 
infrastructure to accommodate economic 
and population growth. 
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Transforming Ontario’s Health Infrastructure 


New and expanded regional cancer centres to reduce wait 
times and provide treatment closer to home: Lakeridge 
Health in Oshawa, Credit Valley Hospital, the Hamilton 
Health Sciences Centre and the Grand River Hospital in 
Kitchener. 

Modernization and expansion projects worth over $25 million 
each are in progress at nearly 40 hospitals in communities 
across the province including Toronto, Brampton, 
Mississauga, Hamilton, London, Windsor, Orillia, Ottawa and 
Parry Sound. 


Upgrading children’s treatment centres in North Bay, 
London, Windsor and Thunder Bay. 


Investing in Ontario’s Education & Research Infrastructure 


More than 21,000 new spaces over three years at 13 
colleges and universities. 

A new $2 billion investment to repair crumbling schools 
across the province. 

$25 million for research infrastructure. 





The government is also planning for the 
long term. For the first time, the Province is 
developing a Ten-Year Infrastructure Plan. 
The new growth management plan for the 
Greater Golden Horseshoe Area will help 
guide future infrastructure investments in 
ways that accommodate growth while 
preserving green space and _ valuable 
agricultural land. 


The government has established a Water 
Expert Panel to provide advice on the future 
organization, governance, investment, 
financing and pricing of Ontario’s water and 
wastewater systems 


(www.waterpanel.ontario.ca). 


The Province will soon be launching, with the federal government and the Association of Municipalities 
of Ontario, the $900 million Canada-Ontario Municipal Rural Infrastructure Fund (COMRIF) for small 
and rural municipalities to improve water and wastewater treatment systems, waste management and to 


fix local roads and bridges. 


Ontario’s global competitive position depends upon leading-edge research. The Province will create a 


new Ontario research fund that will provide $300 million over four years for research infrastructure in 


hospitals, post-secondary institutions and other research institutes, including $25 million this year. 
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MODERNIZING GOVERNMENT 


The 2004 Ontario Budget included a commitment to undertake a comprehensive review of the programs 
the government delivers, in order to ensure the long-term fiscal viability of the programs that matter most 
to Ontarians. 


This review process, co-ordinated through the Ministry of Finance, is a systematic effort to align long-term 
budgeting with priorities and results. The government’s focus is on modernizing and transforming public 
services to achieve long-term, cost-effective results. 


The first measures in this review include: 


— Identifying opportunities for federal-provincial streamlining. 


— Modernizing inter-ministry service delivery and transactions, including: 


reviewing Ontario’s annual expenses on information technology, which exceed $0.9 billion; 
reviewing Ontario’s internal purchasing and business transactions; 

supporting the OntarioBuys Working Group in work underway to identify and expand best 
practices in supply chain management in Ontario’s broader public sector, with a focus on 
Ontario’s hospitals; and 

finalizing the implementation of the government-wide Integrated Financial Information System 
(IFIS). 


The results of these and other modernizing government initiatives will be reported on in the coming weeks 
and months, in keeping with the government’s commitment to open, accountable public-sector 


management. 


pa 
eee ce cece eee ee 


2004 Ontario Economic Outlook and Fiscal Review 


59 


TTT 


MAINTAINING A PRUDENT DEBT-TO-GDP RATIO 


As part of the government’s plan to eliminate the structural deficit and ensure that the Province lives 
within its means, the government is committed to maintaining a prudent level of Provincial debt relative 
to the size of Ontario’s economy or Gross Domestic Product (GDP). This objective is consistent with the 
reforms identified in the 2004 Budget and outlined in the government’s proposed Fiscal Transparency and 
Accountability Act (FTAA). 


Ongoing debt accumulation can significantly limit the extent to which vital public services can be funded, 
as increasing interest on debt charges “crowd out” funds available for spending on other government 
priorities. In fact, over the past 25 years, the share of total expense devoted to paying interest on Ontario’s 
debt has more than doubled: from about 6 per cent of total expense in 1978-79 to 13 per cent in 2003-04. 


High debt levels can also’ incur 


Multi-Year Balanced Budget Plan and 


intergenerational costs, where the current 
consumption of Ontario’s services is paid for 
by future generations. Should legitimate 


Projected Debt-to-GDP Ratio* 


$ Billions Per cent 
(8) 26 


25.4 


(65) 8S 


circumstances arise wherein the government ger laaeestT) 


determines that deficits are necessary in order 
to respond effectively to short-term economic 
and fiscal considerations and priorities, the 
FTAA would require the government to 
indicate how it plans to return the Province’s 


~ 


PSH / 


(2.1) 


books to balance. 


2003-04 2004-05** 2005-06 2006-07 2007-08 


Actual Outlook**™* 
* Debt is defined as accumulated deficit. 
“* Includes one-time revenue gain of $3.9 billion related to the projected elimination of the liability for non-utility generator power purchase agreements. 
*** Second-quarter fiscal forecast as at September 30. 
Source: Ontano Ministry of Finance. 





It is important to note that the performance of 
the debt-to-GDP ratio is heavily dependent 
upon a range of factors—including, for 
example, variations in the economic and fiscal outlook. For example, assuming all fiscal targets are met, 
a sustained one percentage point change in nominal GDP growth over the medium term could affect the 
debt-to-GDP ratio by +/- 0.8 percentage points by 2007-08. There are other risks as well, like changing 
the composition of the Province’s reporting entity to reflect the financial position of school boards and 
school authorities, community colleges and hospitals. 





Consistent with its plan to balance the budget, the government is committed to improving the Province’s 
debt-to-GDP ratio by three percentage points from 25.1 per cent in 2003-04 to no more than 22 per cent 
by 2007-08. By achieving this target, the government will have reduced the Province’s debt-to-GDP ratio 
to its lowest level in 15 years. 
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Section Ill: Potential Risks, Cost Drivers and 
Contingent Liabilities 


This section highlights some of the key sensitivities and risks to the fiscal plan that could follow from 
unexpected changes in economic conditions or program demand. It should be cautioned that these 
sensitivities and risks are only useful guidelines and can vary, depending on the nature and composition 
of potential risk. 


THE ONTARIO ECONOMY AND PROVINCIAL REVENUES 


A growing economy with rising incomes and consumer spending generates higher revenues to pay for 
public services. Taxation revenues comprise the largest category of revenue for the Provincial government. 
Of the $79 billion forecast as Provincial revenue for 2004-05, $54 billion or about 68 per cent is expected 
to come from taxation revenue. Three revenue sources within this category—Personal Income Tax, Retail 
Sales Tax and Corporations Tax—account for 53 per cent of total revenue. Inherent in any multi-year 
revenue forecast is uncertainty about the future. 


A 


2004 Ontario Economic Outlook and Fiscal Review sy 


a A 
i ee en ee ee 


Selected Economic and Revenue Risks and Sensitivities 


ltem/Key Components 


Total Taxation Revenues 
- Revenue Base’ 

- Real GDP 

- Nominal GDP 

- GDP Deflator 


2004-05 Assumption 


3.9 per cent growth 

2.3 per cent growth in 2004 
4.4 per cent growth in 2004 
2.0 per cent growth in 2004 


Sensitivities 


$505 million change in revenues per 
percentage point change in nominal 
GDP growth. Can vary significantly 
depending on composition and source 
of changes in GDP growth. 





Personal Income Tax Revenues 


Tax Assessments 
- Revenue Base 


Key Economic Assumptions 

- Employment 

- Wages and Salaries 

- Unincorporated Business 
Income 


Key Revenue Assumptions 
- Net Capital Gains Income 
- RRSP Deductions 


Retail Sales Tax Revenues 


- Revenue Base 
Includes: 


- Taxable Consumer Spending 


- Other Taxable Spending 


Key Economic Assumptions 


$18.3 billion in 2003 


4.2 per cent growth in 2004-05 


1.7 per cent growth in 2004 
3.3 per cent growth in 2004 
9.1 per cent growth in 2004 


4.4 per cent growth in 2004 
4.9 per cent growth in 2004 


4.0 per cent growth 


2.0 per cent growth 
6.4 per cent growth 


$365 million change in 2004-05 
revenues for each percentage point 
change in 2003 tax assessments.”* 


$220 million change in 2004-05 
revenues for each percentage point 
change in wages and salaries growth. 


$5 million change in revenue per one 
percentage point change in net capital 
gains income growth. 


$10 million change in revenue per one 
percentage point change in RRSP 
deductions growth. 


$90 million change in revenue per 
percentage point change in nominal 
consumption expenditure growth. 


- Retail Sales 
- Nominal Consumption 
Expenditure 


2.9 per cent growth in 2004 
3.7 per cent growth in 2004 
SS 
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Selected Economic and Revenue Risks and Sensitivities 


Item/Key Components 2004-05 Assumption Sensitivities 
Corporations Tax Revenues 
- Revenue Base 9.8 per cent growth $50 million change in revenue per 
- Corporate Profits 8.6 per cent growth in 2004 percentage point change in pre-tax 
- 2003-04 tax assessment $1.7 billion payable corporate profit growth. 

refunds? 


$34 million change in the opposite 
direction in revenue per one 
percentage point change in 2003-04 





refunds.’ 

Employer Health Tax Revenues 

- Revenue Base 3.1 per cent growth $30 million change in revenue per 

- Wages and Salaries 3.3 per cent growth in 2004 percentage point change in wages and 
salaries growth. 

Ontario Health Premium Revenues 

- Revenue Base 4.3 per cent growth $20 million change in revenue per 

- Personal Income 3.5 per cent growth in 2004 percentage point change in personal 


income growth. 


Gasoline Tax Revenues 


- Revenue Base 0.0 per cent growth $8 million change in the opposite 
- Gasoline pump prices 80 cents per litre direction in revenue per one cent per 
litre change in gasoline prices. 


Fuel Tax Revenues 





- Revenue Base 6.3 per cent growth $10 million change in revenue per 

- Real GDP 2.3 per cent growth in 2004 percentage point change in real GDP 
growth. 

Land Transfer Tax Revenues 

- Revenue Base 9.0 per cent growth $10 million change in revenue per 

- Housing Resales 6.1 per cent growth in 2004 percentage point change in both the 

- Resale Prices 7.2 per cent growth in 2004 number and prices of housing resales. 
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Selected Economic and Revenue Risks and Sensitivities 


ltem/Key Components 2004-05 Assumption Sensitivities 

Health and Social Transfers 

- Canada-wide Revenue Base _— $211.6 billion $30 million change in revenue per one- 
- Ontario Population Share 38.8 per cent tenth percentage point change in 

- Ontario PIT Base Share 44.0 per cent population share. 


- Ontario Revenue Share 37.1 per cent $10 million change in the opposite 
direction in revenue per one-tenth 


percentage point change in PIT base 
share. 


1. Revenue base is revenue excluding the impact of measures, adjustments for past Public Accounts estimate variances and other 
one-time factors. 





2. Ontario 2003 Personal Income Tax (PIT) revenue is currently an estimate because 2003 tax returns are currently being assessed 
by Canada Revenue Agency. 

3. Corporations Tax refunds arising during 2003-04 are still an estimate because tax returns for corporate fiscal years ending in 
Ontario's 2003-04 fiscal year are still being assessed by the Tax Revenue Division of the Ontario Ministry of Finance. 

4. Now that 2003-2004 Public Accounts of Ontario have been finalized, any change in 2003 PIT assessments or 2003-04 Corporations 


Tax revenues will have a dual effect on 2004-05 revenues through a) a change in the revenue base upon which this year’s growth is 
applied, and b) a revenue adjustment applied against the current year in respect of any variance from the estimate included in the 
2003-2004 Public Accounts. 
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EXPENSE RISKS AND SENSITIVITIES 


Many programs delivered by the Province are subject to potential risks and cost drivers such as utilization 
growth or enrolment and caseload changes. The following sensitivities are based on averages for program 
areas and might change, depending on the nature and composition of the potential risk. 





Selected Expense Risks and Sensitivities 





Program 2004-05 Assumption Sensitivities 
Hospitals Annual growth of 4.4 per cent One per cent change in hospital funding: 
$113 million. 
Drug Programs Annual growth of 8.3 per cent One per cent change in utilization of all 
(in health/seniors) drug programs: $31 million (seniors and 
social assistance recipients). 
Home Care/Community Over 15.6 million hours of One per cent change in hours of 
Services homemaking and support services homemaking and support services: 
$4 million. 
7.9 million nursing and professional One per cent change in nursing and 
visits professional visits: $5 million. 


Long-Term Care Facilities _ Approximately 74,400 long-term Annual average Provincial operating cost 
care facility beds per bed, after resident co-payment revenue, 
in a long-term care facility is over $33,000. 
One per cent change in number of beds: 


$25 million. 
Elementary and Secondary Almost 2 million average daily pupil One per cent enrolment change: 
Schools enrolment $160 million. 
College Students 151,000 full-time students One per cent enrolment change: $6 million. 
University Students 295,000 full-time students One per cent enrolment change: 
$20 million. 
Ontario Works 196,000 average annual caseload One per cent caseload change: $15 million. 


Ontario Disability Support 225,000 average annual caseload One per cent caseload change: $22 million. 
Program 
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Selected Expense Risks and Sensitivities 





Program 2004-05 Assumption Sensitivities 

Judicial System 2.8 million adult inmate days per Average cost $155 per inmate per day. 
year One per cent change in inmate days: 

$4 million. 

Interest on Debt Average cost of borrowing at the The impact of a 100 basis-point change in 
time of the 2004 Budget was borrowing rates is expected to be 
expected to be approximately 4.9 approximately $150 million. 
per cent. 


COMPENSATION COSTS 


Compensation costs and wage settlements are key cost drivers and have a substantial impact on both the 
finances of broader public-sector partners and the Province. 








Cost of 1% 
Sector Salary increase Size of Sector 
OHIP Payments to Physicians $58 million* Over 21 ,000 physicians in Ontario, comprising 
oe - 10,000 family doctors and 11,000 specialists. 
Hospital Nurses _ $34 million* Over 40,000 nurses in hospitals. 


Elementary and Secondary School Staff : $119 million** Over 180,000 staff including teachers, 
principals, administrators, support and 
maintenance staff. 


Ontario Public Service ~ $45 million* Over 60,000 public servants. 


* Based on 2003-04. 
** One per cent increase to salary benchmarks in Grants for Student Needs based on 2004-05 school year. 
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CONTINGENT LIABILITIES 


Consistent with the recommendations of the proposed Fiscal Transparency and Accountability Act 
(FTAA), the following is a disclosure of the contingent liabilities of the Province. It is reproduced from 
the 2003-2004 Annual Report and Consolidated Financial Statements of the 2003-2004 Public Accounts 
of Ontario, released in September 2004. 


Obligations Guaranteed by the Province 

The authorized limit for loans guaranteed by the Province as at March 31, 2004 was $4.4 billion (March 
31, 2003, $5.2 billion). The outstanding loans guaranteed and other contingencies amounted to $3.4 billion 
at March 31, 2004 (March 31, 2003, $4.1 billion). A provision of $397 million (March 31, 2003, $391 
million) based on an estimate of the likely loss arising from guarantees under the Student Support 
Programs has been expensed and is reflected in the 2003-2004 Annual Report and Consolidated Financial 
Statements of the Province. 


Ontario Nuclear Funds Agreement 
The Province, Ontario Power Generation Inc. (OPG, a wholly owned subsidiary) and certain subsidiaries 


of OPG, are parties to the Ontario Nuclear Funds Agreement (ONFA), to establish, fund and manage 
segregated funds to ensure sufficient funds are available to pay the costs of nuclear station 
decommissioning and nuclear used fuel waste management. Under ONFA, the Province is liable to make 
payments should the cost estimate for nuclear used fuel waste management rise above specified thresholds, 
for a fixed volume of used fuel. The likelihood and amount by which the cost estimate could rise above 
these thresholds cannot be determined at this time. The cost estimate will be updated periodically, to 
reflect new developments in the management of nuclear used fuel waste. 


As well, under ONFA, the Province guarantees a return of 3.25 per cent over the Ontario Consumer Price 
Index for the nuclear used fuel waste management fund. If the earnings on assets in that fund exceed the 
guaranteed rate, the Province is entitled to the excess. 


On July 31, 2003, two agreements came into effect to satisfy the Canadian Nuclear Safety Commission 
(CNSC) licensing requirements for financial guarantees in respect of OPG’s nuclear station 
decommissioning and nuclear waste management obligations. One agreement, between the Province, OPG 
and the CNSC, gives CNSC access to the segregated funds established under ONFA. The other agreement, 
between the Province and CNSC, provides a direct provincial guarantee to CNSC on behalf of OPG. This 
guarantee, for up to $1.5 billion, relates to the portion of the decommissioning and waste management 
obligations not funded by the segregated funds. In return, the Province will receive from OPG an annual 


fee equal to 0.5 per cent of the value of the direct provincial guarantee. 
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Social Housing—Loan Insurance Agreements . 
For all non-profit housing projects in the Provincial portfolio, the Province is liable to indemnify and 


reimburse the Canada Mortgage and Housing Corporation (CMHC) for any net costs, including any 
environmental liabilities, incurred as a result of project defaults, directly or indirectly, through the Ministry 
of Municipal Affairs and Housing or Ontario Housing Corporation. 


At March 31, 2004, there were $9.0 billion (March 31, 2003, $9.3 billion) of mortgage loans outstanding. 
As operating subsidies provided are sufficient to ensure that all mortgage payments can be made when 
due, default is unlikely. To date, there have been no claims for defaults on insured mortgage loans. 


Claims Against the Crown 
At March 31, 2004, there were claims outstanding against the Crown of which 80 (March 31, 2003, 77) 


are for amounts over $50 million. These claims arise from legal action, either in progress or threatened, 
in respect of aboriginal land claims, breach of contract, damages to persons and property and like items, 
and are listed in Volume 1, 2003-2004 Public Accounts of Ontario, Section 3. The cost to the Province, 
if any, cannot be determined because the outcome of these actions is uncertain. 
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Conclusion 


Upon assuming office, the government inherited a structural deficit. This imbalance between revenues 
and expense did not happen overnight, but was several years in the making. Unless addressed, this fiscal 
imbalance would lead to continued chronic and unacceptable deficits through the medium term. 


The 2004 Ontario Budget laid out a four-year strategy to eliminate this structural deficit and achieve a 
balanced budget. The government’s medium-term plan achieves this through a mix of revenue generation, 
cost-containment measures and economic growth initiatives. At the same time, the government’s plan 
takes a balanced and responsible approach to deficit reduction by providing funding for necessary public 
services and programs. 


While the recent provision of additional funding from the federal government for health care was 
welcome, the fiscal challenges facing the Province are significant. Addressing these challenges will 
require ongoing vigilance and a commitment to the government’s medium-term fiscal plan. 
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Statement of Financial Transactions Table 1 


($ Millions) 


Actual Outlook* 
2000-01 2001-02 2002-03 2003-04 2004-05 


Revenue** 66,294 66,534 68,891 68,400 79,041 
Expense 

Programs 51,396 53,932 57,204 62,104 67,520 

Capital*** 2,123 1,890 1,876 PAE AS) Zo 

Interest on Debt 10,873 10,337 9,694 9,604 10,114 
Total Expense 64,392 66,159 68,774 73,883 80,209 
Reserve - - - - 1,000 
Surplus / (Deficit) 1,902 375 117 (5,483) (2,168) 
Net Debt! 132,496 132,121 132,647 138,557 141,493 
Accumulated Deficit’ 132,496 132,121 118,705 124188 126,356 


Note 2000-01 to 2002-03 have been restated to reflect the reclassification of adjustments related to recovery of prior years’ expenses from 
expense to revenue consistent with the 2003-2004 Public Accounts of Ontario. This change has no impact on the Surplus/Deficit. 

*  Second-quarter fiscal forecast as at September 30. 

** Includes one-time revenue gain of $3,881 million related to the projected elimination of the liability for non-utility generator power 
purchase agreements in 2004-05. 

*** — Starting in 2002-03, major tangible capital assets owned by Provincial ministries (land, buildings and transportation infrastructure) are 
accounted for on a full accrual accounting basis. Other tangible capital assets owned by Provincial ministries will continue to be 
accounted for as expense in the year of acquisition or construction. All capital assets owned by consolidated government 
organizations are accounted for on a full accrual basis. 

t+ Net Debt is calculated as the difference between liabilities and financial assets. The annual change in Net Debt is equal to the 
Surplus/Deficit plus the change in tangible capital assets. Accumulated Deficit is calculated as the difference between liabilities and 
financial and tangible capital assets. The annual change in the Accumulated Deficit is equal to the Surplus/Deficit. 
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Revenue Table 2 
Actual Outlook* 
2000-01 2001-02 2002-03 2003-04 2004-05 
Taxation Revenue 
Personal Income Tax 17,911 19,097 18,195 18,301 19,050 
Retail Sales Tax T3335 13,803 14,183 14,258 14,876 
Corporations Tax 9,200 6,646 7,459 6,658 8,250 
Employer Health Tax 3,424 3,502 3,589 3,09 3,862 
Gasoline Tax 2 \h2 2,192 2,306 2,264 2,263 
Fuel Tax 648 659 682 681 716 
Ontario Health Premium - - - - 1,622 
Tobacco Tax 504 703 1,183 1,350 1,452 
Land Transfer Tax 642 665 814 909 977 
Electricity Payments-In-Lieu of Taxes 907 387 711 627 630 
Other Taxes 333 371 429 347 259 
49,476 48,025 49,551 49,148 53,957 
Government of Canada 
Canada Health and Social Transfer (CHST) 4,138 5,831 7,346 6,958 - 
Canada Health Transfer (CHT) - - - - 5,065 
Canada Social Transfer (CST) - - - - 2,924 
CHST Supplements 157 380 191 5/77 Tha 
Social Housing 041 524 525 528 521 
Health Reform Fund - - - 387 582 
Medical Equipment 190 190 - 192 387 
Wait Times Reduction Fund - - - - 242 
Infrastructure Z : 97 150 267 
Other Government of Canada 501 829 735 1,101 859 
6,129 7,754 8,894 9,893 11,622 
Income from Investment in Government Business Enterprises 
Ontario Lottery and Gaming Corporation 2,181 2,255 2,288 2,106 2,015 
Liquor Control Board of Ontario 877 904 939 1,045 1,108 
Ontario Power Generation Inc. and Hydro One Inc. 783 179 717 (17) 350 
Other Government Enterprises 14 7 2 64 8) 
3,855 3,345 3,942 3,070 3,453 
Other Non-Tax Revenue 
Net Reduction of Power Purchase Contract Liability*™* - - 161 104 4,024 
Reimbursements 1,809 1,592 tah 1,206 15252 
Electricity Debt Retirement Charge - - 889 1,000 1,009 
Vehicle and Driver Registration Fees 929 941 982 985 987 
Power Sales 695 815 635 510 675 
Other Fees and Licences 503 474 606 594 536 
Liquor Licence Revenue 525 530 530 488 507 
Sales and Rentals 637 344 560 532 403 
Royalties 235 224 304 248 239 
Miscellaneous Other Non-Tax Revenue* 1,501 2,490 726 622 ok 
6,834 7,410 6,504 6,289 10,009 
Total Revenue’ 66.294 66,534 68.891 68.400 79,041 


* 


Second-quarter fiscal forecast as at September 30. 

Includes one-time revenue gain of $3,881 million related to the projected elimination of the liability for non-utility generator power purchase agreements in 2004-05. 
tT 2000-01 to 2002-03 have been restated to reflect the reclassification of adjustments related to recovery of prior years’ expenses from expense to revenue 
consistent with the 2003-2004 Public Accounts of Ontario. This change has no impact on the Surplus/Deficit. 


** 
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Operating Expense Table 3 
($ Millions) 
eee 
Actual Outlook* 


Agriculture and Food" 635 775 616 673 549 
Attorney General 969 995 1,052 1,199 1,172 
Board of Internal Economy 116 124 146 196 149 
Children and Youth Services 2,070 2,244 2,431 2,640 2,832 
Citizenship and Immigration’ 66 59 53 52 62 
Community and Social Services’ 5,800 5,807 5,842 5,995 6,317 
Community Safety and Correctional Services* 1,419 eon Fe) 1,656 1,666 1,738 
Consumer and Business Services 155 172 178 182 205 
Culture 236 279 331 303 277 
Democratic Renewal Secretariat A : : 2 4 
Economic Development and Trade’ 200 221 242 253 414 
Education’ 7,963 8,354 8,998 9,665 10,623 

Teachers’ Pension Plan (TPP) (402) 42 238 230 359 
Energy 344 367 144 116 137 
Environment 190 265 237 261 304 
Executive Offices 21 19 20 24 19 
Finance - Own Account" 1,147 1,197 1,092 1,255 1,184 

Interest on Debt 10,873 10,337 9,694 9,604 10,114 

Change Fund : - - - 328 

Community Reinvestment Fund 561 557 622 651 656 

Electricity Consumer Price Protection Fund - - 665 253 - 

Power Purchases 695 815 786 797 946 
Health and Long-Term Care’ 22,701 23,923 25,800 28,036 30,476 

Change Fund - - - - 609 

SARS-related and Major One-Time Health Costs - - - 824 : 
Intergovernmental Affairs 6 6 9 6 9 
Labour 104 110 123 117 133 
Management Board Secretariat’ 144 246 186 214 356 

Retirement Benefits (33) 63 102 309 433 

Contingency Fund - . ; . 957 
Municipal Affairs and Housing’ 1,792 1,136 636 662 697 
Native Affairs Secretariat’ 17 13 16 15 iA 
Natural Resources 417 438 454 516 505 
Northern Development and Mines 69 75 73 76 73 
Office of Francophone Affairs 4 5 3 3 : 
Public Infrastructure Renewal 9 15 33 18 31 
Tourism and Recreation 124 143 135 209 184 
Training, Colleges and Universities’ 3,264 3,290 3,471 3,883 4,194 
Transportation’ 593 664 814 800 862 


Year-End Savings - - - - 300 


Total Operating Expense’ 62,269 64,269 66,898 71,708 77,634 


* — Second-quarter fiscal forecast as at September 30. . | | 
+ 9000-01 to 2002-03 have been restated to reflect the reclassification of adjustments related to recovery of prior years’ expenses 


from expense to revenue consistent with the 2003-2004 Public Accounts of Ontario. This change has no impact on the 
Surplus/Deficit. 
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Capital Expense ' Table 4 
($ Millions) 


Actual Outlook* 


Ministry 2000-01 2001-02 2002-03 2003-04 2004-05 
Agriculture and Food 1 29 68 1 7 
Attorney General 42 46 43 24 55 
Children and Youth Services 10 6 7 . 9 
Community and Social Services 4 Zo 16 10 21 
Community Safety and Correctional Services co 88 66 47 42 
Consumer and Business Services ; 1 1 2 
Culture 18 14 42 24 70 
Economic Development and Trade - 19 21 of 52 
Education 4 17 10 15 27 
Energy 86 50 46 53 52 
Environment 22 20 13 4 is 
Finance 7 11 8 5 4 
Health and Long-Term Care S22 205 339 358 346 
Management Board Secretariat** 24 28 3 (33) (13) 
Municipal Affairs and Housing - 12 20 206 ZI 
Native Affairs Secretariat é 3 2 - Z 
Natural Resources 65 70 72 111 85 
Northern Development and Mines 356 371 391 332 447 
Public Infrastructure Renewal 4 . 4 18 168 
Capital Contingency Fund - - . - 134 
Tourism and Recreation 14 9 a) 51 65 
Training, Colleges and Universities 204 49 71 120 Tia 
Transportation 836 818 578 197 679 
Year-End Savings - - - - (100) 
Total Capital Expense ' Ze 1,890 1,876 2,175 ZL 


¢ Starting in 2002-03, major tangible capital assets owned by Provincial ministries (land, buildings and transportation infrastructure) are 
accounted for on a full accrual accounting basis. Other tangible capital assets owned by Provincial ministries will continue to be 
accounted for as expense in the year of acquisition or construction. All capital assets owned by consolidated government 
organizations are accounted for on a full accrual basis. 

Second-quarter fiscal forecast as at September 30. 

Ministries’ contributions for investments in Provincially owned land and buildings are recorded as an expense by the contributing 
ministries. Starting in 2002-03, any resulting adjustment to expense from the capitalization and amortization of most of these 
Provincially owned land and buildings is recorded in Management Board Secretariat. 

Sources: Ontario Ministry of Finance and Ontario Ministry of Public Infrastructure Renewal. 
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2004-05 Fiscal Outlook: Summary of In-Year Changes Table 5 
($ Millions) 
Actual | BudgetPlan Outlook* In-Year 
2003-04 i 2004-05 2004-05 Change 
Revenue** 68,400 |! 78,360 79,041 681 
Expense ! 
Programs 62,104 ! 66,695 67,520 825 
Capital EE OOP 2,575 2 
Interest on Debt 9604 1 10,329 10,114 (215) 
Total Expense 73,883 + 79,599 80,209 610 
Reserve rime ee O00 1,000 
Surplus / (Deficit) (5,483) | (2,239) (2,168) 71 


* —_ Second-quarter fiscal forecast as at September 30. 

** Includes one-time revenue gain of $3,881 million related to the projected elimination of the liability for non-utility generator power 
purchase agreements in 2004-05. 

Source: Ontario Ministry of Finance. 
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Summary of In-Year Revenue Changes Since Budget Table 6 
($ Millions) 
In-Year 
Change 
Revenue Changes This Quarter:* 
Personal Income Tax — an additional $130 million primarily due to higher 2003 tax assessments. 130 
Retail Sales Tax — a decline of $160 million primarily due to weaker consumer durable goods (160) 
expenditures, notably low levels of vehicle sales to date this year. 
Gasoline Tax — a decline of $65 million due to reduced consumption corresponding to higher pump (65) 
prices for gasoline. 
Land Transfer Tax — an additional $50 million due to continued high levels of housing resales. 50 
Federal Payments — an additional $824 million based on the First Ministers’ health agreement. 824 


This amount includes increases in Canada Health Transfer ($388 million) and Medical Equipment 

revenues ($194 million) and new revenues ($242 million) for Wait Times Reduction Fund. 

Ontario Lottery and Gaming Corporation — a decline of $102 million largely due to lower (102) 
earnings from the border casinos and lower Pro-Line lottery profits attributable to the National 

Hockey League labour dispute. 

Liquor Control Board of Ontario — a decline of $9 million due to lower mark-up revenues (9) 
($8 million) and lower warehousing revenues ($1 million) related to a move of warehousing and 

shipping functions for some products from the LCBO to the brewing industry. The decreased LCBO 

mark-up is fully offset by higher Liquor Licence Revenues. 

Liquor Licence Revenue — an additional $8 million due to an increase in fees collected by the 8 

Alcohol and Gaming Commission of Ontario related to a move of warehousing and shipping 

functions for some products from the LCBO to the brewing industry. 

Miscellaneous Other Non-Tax Revenue — an additional $1 million from the Proceeds of Crime 1 

and Civil Remedies Special Purpose Accounts to offset the cost of managing forfeited assets as a 

result of combatting indoor marijuana grow operations in 2004-05. 


Total Revenue Changes This Quarter 677 


Net Revenue Changes Reported in First Quarter Ontario Finances 4 
Total Revenue Changes Since Budget 681 


* Second-quarter fiscal forecast as at September 30. 
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Summary of In-Year Operating Expense Changes Since Budget Table 7 
($ Millions) 


Serene ee eee ee oe) ee 
In-Year 
Change 
Operating Expense Changes This Quarter:* 


Ministry of the Attorney General — An additional $1 million for implementation of the Integrated 10 
Financial Information System, fully offset from the Contingency Fund; $8 million for the transfer of 

Justice Technology Services from the Ministry of Community Safety and Correctional Services; and 

$1 million for the cost of managing forfeited assets as a result of combatting indoor marijuana grow 
operations in 2004-05, fully offset by revenue. 


Ministry of Community Safety and Correctional Services — An additional $1 million for (7) 
implementation of the Integrated Financial Information System, fully offset from the Contingency 

Fund; and a decline of $8 million for the transfer of Justice Technology Services to the Ministry of 

the Attorney General. 


Ministry of Health and Long-Term Care — Spending to reflect First Ministers’ health agreement, 824 
including $194 million for purchases of medical equipment and $630 million for investments to 

reduce wait times and improve access to primary care, home care and community mental health 

services. 


Management Board Secretariat — An additional $1 million for implementation of the Integrated 1 

Financial Information System, fully offset from the Contingency Fund. 

Management Board Secretariat Contingency Fund — Total offsets. (8) 
Ministry of Municipal Affairs and Housing — An additional $5 million for disaster relief assistance S 


due to the flooding in Peterborough in July 2004 to support costs incurred by individuals, small 
businesses, and municipalities, fully offset from the Contingency Fund. 


Interest on Debt — $215 million in savings attributable to lower-than-planned interest rates and (215) 
cost-effective debt management. 
Total Operating Expense Changes This Quarter 610 
Net Operating Expense Changes Reported in First Quarter Ontario Finances -- 
Total Operating Expense Changes Since Budget 610 


* Second-quarter fiscal forecast as at September 30. 


ee 
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Summary of In-Year Capital Expense Changes Since Budget Table 8 
($ Millions) 
In-year 
Change 





Capital Expense Changes This Quarter:* 
Ministry of Economic Development and Trade — An additional $13 million for Ontario Research 1s 
Fund to enable Ontario researchers to acquire and upgrade equipment and facilities to enhance 
research, fully offset from the Capital Contingency Fund. 
Ministry of Municipal Affairs and Housing — An additional $3 million for disaster relief assistance 3 
due to the flooding in Peterborough in July 2004 to support repair of public infrastructure, fully offset 
from the Capital Contingency Fund. 
Public Infrastructure Renewal Capital Contingency Fund — Total Offsets (16) 
Total Capital Expense Changes This Quarter -- 


Net Capital Expense Changes Reported in First Quarter Ontario Finances “ 
Total Capital Expense Changes Since Budget a 


* Second-quarter fiscal forecast as at September 30. 
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Schedule of Net Investment in Capital Assets Table 9 
($ Millions) 
2004-05 Outlook* 
Government 
Landand __ Transportation Organizations’ 
Buildings Infrastructure Capital Assets Total 
Acquisition/Construction of Major 
Tangible Capital Assets 135 998 432 1,565 
Amortization of Provincially Owned 
Major Tangible Capital Assets (78) (524) (195) (797) 
Net Investment in Capital Assets** 57 474 237 768 


* 


Second-quarter fiscal forecast as at September 30. 

Starting in 2002-03, major tangible capital assets owned by Provincial ministries (land, buildings and transportation infrastructure) are 
accounted for on a full accrual accounting basis. Other tangible capital assets owned by Provincial ministries will continue to be 
accounted for as expense in the year of acquisition or construction. All capital assets owned by consolidated government 
organizations are accounted for on a full accrual basis. 

Source: Ontario Ministry of Public Infrastructure Renewal. 
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Ten-Year Review of Selected Financial and Economic Statistics 
($ Millions) 


1995-96 
Financial Transactions 
Revenue*™* 49 737 
Expense 
Programs 46,427 
Capital*** 3,635 
Interest on Debt 8,475 
Total Expense 605537 
Reserve = 
Surplus / (Deficit) (8,800) 
Net Debt’ 101,864 
Accumulated Deficit! 101,864 
Gross Domestic Product (GDP) at Market Prices 329,317 
Personal Income 271,397 
Population—July (000s) 10,950 
Net Debt per Capita (dollars) 9,303 
Personal Income per Capita (dollars) 24,785 
Total Expense as a per cent of GDP 17.8 
Interest on Debt as a per cent of Revenue 17.0 
Net Debt as a per cent of GDP 30.9 
Accumulated Deficit as a per cent of GDP 30.9 


1996-97 


49,714 


45,400 
2,612 
8,607 

56,619 

(6,905) 

108,769 
108,769 
338,173 
276,303 

11,083 
9,814 

24,930 

16.7 
17.3 
32.2 
32.2 


1997-98 


52,782 


45,568 
2,451 
8,729 

56,748 

(3,966) 

112,735 
112,735 
359,353 
289,537 

11,228 

10,041 

25,787 

15.8 
16.5 
31.4 
31.4 


Note 1995-96 to 2002-03 have been restated to reflect the reclassification of adjustments related to recovery of prior years’ expenses 
from expense to revenue consistent with the 2003-2004 Public Accounts of Ontario. This change has no impact on the 


Surplus/Deficit. 
* _ Second-quarter fiscal forecast as at September 30. 


purchase agreements in 2004-05. 


Includes one-time revenue gain of $3,881 million related to the projected elimination of the liability for non-utility generator power 


*“ Starting in 2002-03, major tangible capital assets owned by Provincial ministries (land, buildings and transportation infrastructure) 
are accounted for on a full accrual accounting basis. Other tangible capital assets owned by Provincial ministries will continue to be 
accounted for as expense in the year of acquisition or construction. All capital assets owned by consolidated government 


organizations are accounted for on a full accrual basis. 


= 


Net Debt is calculated as the difference between liabilities and financial assets. The annual change in Net Debt is equal to the 


Surplus/Deficit plus the change in tangible capital assets. Accumulated Deficit is calculated as the difference between liabilities and 
financial and tangible capital assets. The annual change in the Accumulated Deficit is equal to the Surplus/Deficit. 


Sources: Ontario Ministry of Finance and Statistics Canada. 
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1998-99 


96,050 


46,821 
2,215 
9,016 

58,052 

(2,002) 

114,737 
114,737 
377,897 
304,652 

11,367 

10,094 

26,801 

15.4 
16.1 
30.4 
30.4 


Fa 


1999-00 


65,042 


48,460 
4,887 
11,027 
64,374 
668 
134,398 
134,398 
409,020 
S22 
11,506 
11,681 
27,959 
hoe? 
17.0 
O20 
32.9 


2000-01 


66,294 


91,396 
2123 
10,873 
64,392 
1,902 
132,496 
132,496 
441,204 
347,592 
11,685 
11,039 
29,747 
14.6 
16.4 
30.0 
30.0 
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2001-02 


66,534 


93,932 

1,890 
10,337 
66,159 


375 
132,121 
132,121 
453,384 
360,209 

11,898 
11,104 
30,275 
14.6 
15.5 
Zou 
ZoA 


2002-03 


68,891 


57,204 
1,876 
9,694 

68,774 


117 
132,647 
118,705 
479,122 
370,340 

12,102 
10,961 
30,602 
14.4 
14.1 
CAE 
24.8 


Actual 
2003-04 


68,400 


62,104 
2,175 
9,604 

73,883 

(5,483) 

138,557 
124,188 
494,229 
379,737 

12,257 

11,304 

30,981 

14.9 
14.0 
28.0 
25.1 


Table 10 


Outlook * 
2004-05 


79,041 


67,520 
2,575 
10,114 
80,209 
1,000 
(2,168) 
141,493 
126,356 
516,069 
393,084 
12,393 
11,417 
31,718 
15.5 
12.8 
27.4 
24.5 
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Multi-Year Balanced Budget Plan Table 11 
($ Billions) 
etic Outlook* 
2003-04 2004-05 2005-06 2006-07 2007-08 
Revenue*™* 68.4 79.0 81.1 83.9 Ghee 
Expense 
Programs 62.1 Gia 68.4 70.2 (AUS 
Capital 22 2.6 ns) 29 Zo 
Interest on Debt 9.6 10.1 10.8 Che site: 
Total Expense 73.9 80.2 81.7 83.9 85.8 
Reserve - 1.0 fe (23) jes) 
Surplus/(Deficit) (5.5) (2.2) (2.1) (1.5) 0.0 
Net Debt’ 138.6 141.5 144.5 147.0 147.8 
Accumulated Deficit! 124.2 126.4 128.4 129.9 129.9 
Gross Domestic Product (GDP) at Market Prices 494.2 516.1 942.3 569.8 599.3 
Net Debt as a per cent of GDP 28.0 27.4 26.6 25.8 24 
Accumulated Deficit as a per cent of GDP Zon) 24.5 Zoe 22.8 Zak 


* 


Second-quarter fiscal forecast as at September 30. 

Includes one-time revenue gain of $3.9 billion related to the projected elimination of the liability for non-utility generator power 

purchase agreements in 2004-05. 

t Net Debt is calculated as the difference between liabilities and financial assets. The annual change in Net Debt is equal to the 
Surplus/Deficit plus the change in tangible capital assets. Accumulated Deficit is calculated as the difference between liabilities 
and financial and tangible capital assets. The annual change in the Accumulated Deficit is equal to the Surplus/Deficit. 

Numbers may not add due to rounding. 
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Composition of Revenue 
2004-05* 


Other 
Non-Tax income from 
Revenue Government 
13% $10.0B Enterprises 
Other 4% $3.5B 
Ontario _ Taxes \ 
Health 4% $3.3B 






Premium 
2% $1.6B \ 


Gasoline 
& Fuel Taxes \ 















LAist pastels 
Employer { ayments 
Health 15% $11.6B 
Tax | 
5% $3.9B tf en 
Corporations Tax 
10% $8.3B 
Retail 
Sales Tax 
19% $14.9B 
* As at September 30. 


Note: Numbers may not add due to rounding. 
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Composition of Total Expense 
2004-05" 









General 
Government 
and Other 
6% $5.0B Justice 
MA ve $3.0B 







Social 
Services 
11% $9.2B 







Education & 
AL ** 
Training Environment, 
19% $15.48 Resources 
& Economic 
Development 


8% $6.1B 


‘Health Care 


39% $31.4B 


* As at September 30. 
** Includes Teachers’ Pension Plan. 
Note: Numbers may not add due to rounding. 
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Composition of Program Expense 
2004-05* 


General 
Government 
and Other 


Justice 
7% $4.8B 
a 4% $2.9B 


Education & Social 
Training* Services 

22% $15.2B 14% $9.1B 

\ Environment, 
; Resources 
ee : & Economic 
a : - . LS : . Developinent 

- HealthCare ee aie 


46% $31.1B 





* As at September 30. 
** Includes Teachers’ Pension Plan. 
Note: Numbers may not add due to rounding. 
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Composition of Capital Expense 
2004-05" 


Education 
Health Care ae General 
13% $0.3B Aner: Government 


and Other 
9% $0.2B 







. Justice 
4~ 4% $0.1B 


* As at September 30. 
Note: Numbers may not add due to rounding. 
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Borrowing and Debt Management 


Cost-effective borrowing and debt management activities minimize debt interest costs, freeing up 
resources for essential programs such as health care and education. The Province employs a variety of 
financing approaches in domestic and international capital markets to fulfil its borrowing requirement. 
Consolidated Provincial Borrowing Program 





($ Billions) 
2004-05 
Current 
Budget Plan Outlook Change 
Deficit 22 ae (0.1)* 
Adjustments for: 
Non-Cash Items Included in Deficit 32 S72 - 
Amortization of Major Tangible Capital Assets (0.8) (0.8) . 
Acquisitions of Major Tangible Capital Assets 1.6 1.6 - 
Debt Maturities 16.1 16.0 
Debt Redemptions 1.0 V5 0.5 
Canada Pension Plan Borrowing (1.1) (1.0) 0.1 
Increase/(Decrease) in Cash and Cash Equivalents - (0.8) (0.8) 
Decrease/(Increase) in Short-Term Borrowing 0.2 0.1 (0.1) 
Other Uses/(Sources) of Cash 1.4 1.4 0.1 
Total Long-Term Public Borrowing Requirement 23.8 23.4 (0.3) 


Note: Numbers may not add due to rounding. 

* As at September 30, a deficit of $2,168 million is projected in 2004-05, an in-year improvement of $71 million from the deficit 
projected in the 2004 Budget. 

** Debt maturities decreased from $16,087 million projected in the 2004 Budget to $16,048 million as a result of investors not 
exercising calls on certain bonds. 


Borrowing Program Status* Completed Remaining Total 
($ Billions) 

Province 1Ac6 74 19.2 
Ontario Electricity Financial Corporation (OEFC) 2.4 ales 4.2 
Total 14.2 9.2 23.4 


*As of October 15, 2004. 
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The consolidated Total Long-Term Public Borrowing Requirement for the Province and OEFC in 
2004-05 is projected at approximately $23.4 billion, down from $23.8 billion in the Budget Plan. This 
amount includes $17.5 billion of Debt Maturities and Debt Redemptions and $2.2 billion from the 
Deficit. 

The Province was able to reduce its Total Long-Term Public Borrowing Requirement in the second 
quarter. The actual deficit in 2003-04, at $5.5 billion, was $0.7 billion lower than the $6.2 billion 
estimate in the Budget Plan. This decline allowed for a reduction in Cash and Cash Equivalents of 
$0.8 billion, partly offset by $0.5 billion in higher Debt Redemptions from the Ontario Savings Bond 
program. 

The Ontario Financing Authority (OFA) completed $11.9 billion of the Province’s Total Long-Term 
Public Borrowing Requirement during the first half of the fiscal year. As of October 15, 2004, an 
additional $2.3 billion was borrowed in the long-term markets, for a total of $14.2 billion. Over 60 
per cent of the Province’s long-term program has been completed. 


The domestic market has been the main source of funding in 2004-05, providing a total of $9.0 billion 
through a number of instruments, including: 


— Syndicated issues; 

— Medium-Term Notes; 

— Floating Rate Notes; and 
— Ontario Savings Bonds. 


While the majority of the borrowing has 
been completed in the domestic market, | 2004-05 Long-Term Public Borrowing Sources 


the Province has successfully issued in C$14.2 billion issued 
U.S. and Australian dollars, as well as Star 

Sterling, Swiss francs and Canadian Ee WGaKN nun Lite 

dollars issued through European Pp be 


Medium-Term Notes. 


To date, the Province has borrowed SN 
$4.2 billion, or almost 30 per cent of its ie ciaeony 
long-term borrowing program in foreign | 
markets in 2004-05, compared to 25 per 
cent in 2003-04. 


Source: Ontario Financing Authority. 
As of October 15, 2004. 
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Medium-Term Borrowing Outlook 


Consolidated Provincial Borrowing Program 


($ Billions) 2005-06 2006-07 2007-08 
Deficit/(Surplus) 2.1 1.5 0.0 
Estimated Adjustments for Non-Cash Items Included in Deficit 1.2 1.1 1.1 
Acquisitions of Major Tangible Capital Assets 1h 1.9 Agi. 
Debt Maturities 

Currently Outstanding 18.9 11.8 11.0 

Incremental Impact of Future Refinancing 0.0 2.1 4.3 

Subtotal 18.9 13.9 153 
Debt Redemptions 1.0 1.0 1.0 
Canada Pension Plan Borrowing (1.2) (0.4) (0.4) 
Decrease/(Increase) in Short-Term Borrowing 0.0 0.0 0.0 
Other Uses/(Sources) of Funds 0.2 0.0 0.1 


Estimated Long-Term Public Borrowing Requirements 23.9 19.0 18.8 


— Refinancing maturing debt remains the primary component of the 2005-08 Estimated Long-Term 
Public Borrowing Requirements. Debt Maturities for the Province and OEFC are projected at 
$18.9 billion in 2005-06, $13.9 billion in 2006-07 and $15.3 billion in 2007-08. 


— Inmanaging these Debt Maturities, the OFA will maintain a flexible financing approach and monitor 
domestic and international bond markets continuously, seeking out the most cost-effective borrowing 
opportunities. 

— The OFA will also continue to aim for a balanced maturity profile and take advantage of 
opportunities to schedule maturities into years that currently have lower levels of maturing debt. 


SE 
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Debt Management 


The OFA adheres to prudent risk management policies, using financial instruments such as options 
and swaps to hedge the Province’s exposure to market risks such as foreign exchange and interest rate 
risks. 


The OFA also manages the Province’s credit risk exposures arising from capital market activities by 
limiting market transactions to highly rated counterparties and maintaining credit exposures within 
approved policy limits. 


The Province limits itself to a maximum foreign exchange exposure of five per cent of debt issued for 
provincial purposes. As of September 30, 2004, foreign exchange exposure was 0.9 per cent of debt, 
dropping from 1.2 per cent on March 31, 2004 due to a combination of hedging of exposed debt and 
the continuing appreciation of the Canadian dollar. 


The Province limits itself to a maximum interest rate reset exposure of 25 per cent of debt issued for 
provincial purposes. Interest rate reset exposure is the combination of net floating rate exposure and 
all fixed rate debt maturing within the next 12 months. As of September 30, 2004, interest rate reset 
exposure was 11.7 per cent of debt, compared to 11.4 per cent as of March 31, 2004. 


As of September 30, 2004, OEFC had zero foreign exchange exposure compared to its foreign 
exchange exposure limit of five per cent of total debt. Floating rate exposure was 12.5 per cent of 
outstanding debt as of September 30, 2004, compared to 8.0 per cent as of March 31, 2004—both 
levels within OEFC’s limit of 20 per cent. 
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LIST OF TABLES 


ONTARIO ECONOMY TABLE NUMBER 


Ontario, Selected Economic Indicators, Annual Change, 1990-2003 

Business Cycles in Ontario 

Ontario, Real Gross Domestic Product by Industry at Basic Prices, 2000-2003 

Ontario, Growth in Real Gross Domestic Product by Industry at Basic Prices, 2000-2003 

Ontario, Real Gross Domestic Product at Basic Prices in Selected Manufacturing Industries, 2000-2003 

Ontario, Growth in Real Gross Domestic Product at Basic Prices in Selected Manufacturing Industries, 
2000-2003 

Ontario, Housing Market Indicators, 2000-2003 

Selected Financial Indicators, 1990-2003 


G-7 COMPARISON 


Ontario and the G-7, Real Gross Domestic Product Growth, 1990-2003 
Ontario and the G-7, Employment Growth, 1990-2003 

Ontario and the G-7, Unemployment Rates, 1990-2003 

Ontario and the G-7, CPI Inflation Rates, 1990-2003 

G-7, Exchange Rates, 1990-2003 


ONTARIO, INTERNATIONAL MERCHANDISE TRADE 


Ontario, International Merchandise Exports by Major Commodity, 2003 
Ontario, International Merchandise Imports by Major Commodity, 2003 
Ontario, International Merchandise Trade by Major Region, 2003 


CANADA, INTERNATIONAL MERCHANDISE TRADE 


Canada, International Merchandise Trade by Major Region, 2003 





ee 


2004 Ontario Economic Outlook and Fiscal Review 93 





eee 





LIST OF TABLES (Cont'd) 


DEMOGRAPHIC CHARACTERISTICS TABLE NUMBER 








=~- 
—_ 
- - Mee Cavett , 
woe awe oe 0 ie 4 J 
-_ — - — - ~ _—-_- —- = <1 
- = Set 8 let ik gt. 
snap” of of ental sh) ent a a / - {‘—_ 
ait. —TTe Sil re tee an JESS on 
- - go 
2. a OE) “Or = 
TS ITTICOOWTTF ad _/ is 
—_ - -_ -_ = - - ~—-_- —— 
—— - 
- reer Sawyer ore corr = one oor - commas * ae y a J 
Alin oe! LED ~ wii bs |. 2 is Jv “Soe LZ ee LI vs _- 
- et ef ee er 
Siu arr sores | ~oo 5 / 
= — et a a me ee — 
- - ttre ee “yy 
aro en oreo eae Sg a fF 
a iia tt »* = Po Mt ad glo J a tl LI 
- — é = - a of id aus Wh 
rear os foe ee Dee ——— — I 2 pu 
SJ iia ta Di LW . DD = a SF ft ASA LJ ww _—- 
- “x aye a7 
ee ee a ee re ore / = 
- ae = ol ~ A am * Pe Lad 5 JL 
- - , 4 “toi aw a 
ry _ Re Seer eer = ao ore - - 
Jia. stow =TDOWTTETT. D OLS! SP LS oe 2 
- - Ai LX —_ 
eee Doi oor 2) y Seeyrice Saooere or J ay 
oa i Te ris — a —_—wey ie - Cw tie ce wae” Lew e -= 
- - - aye ~- 
reac Serre, oo mis ery Ser Deere DS aoorre 7% a e, 
Jind. =i baie il a) ee, win Dt FP ots) 1 ~ — >. Li) ve 
wr - - Dacre os 
Tort eerie N-moorre - 
Jia =I - oS ai iS i 


(Note Data in the tables may not add to totals due to rounding.) 





ie 


7 


as coro Tae "Hes 





-2003 


= 
79 
== 


Cuct 


-_—o 
= 


= 


ross Domestic 


tario. G 


ry 
= 


Table * 


am 


. 


~ 
4 
= 


397 
~~ 


=, _ 
chained § 


Real GDP 


tis 


avy 


“os 


i | 


fay 


vy 


‘vy 


Lt 


wy 


Hy 


Li 


vy 


Lt 
tne 


two 


ey 


ae) 








? 


. 


45 


qs 


two 


av 
im) 


ide 


ys 


try 


ove 





ise 








4S. 


. 


= 
- 
- 











Leen ee 


Table 2 Ontario, Growth in Gross Domestic Product, 1990-2003 
Tee Aeneas, meme Tet (Per Cont Change) 
1990 1991 1992 1993 1994 1995 1996 

Real GDP (chained $1997) -1.7 -3.9 0.9 1.0 5.9 a) ey 
Consumption 0.3 -1.9 1.4 i 3.1 1.9 23 
Government 5.3 4.5 0.4 -0.7 11 0.7 -3.7 
Residential Construction -20.2 -15.9 45 -8.7 2.0 -14.0 9.6 
Non-residential Construction -9.0 4.9 -12.9 -18.7 -12.2 -2./ Zn 
Machinery and Equipment -4.8 -7.2 2.4 -4.4 14.6 9.9 6.7 
Exports 0.0 -3.0 3.9 8.4 10.4 7.9 5.6 
Imports -1.8 -0.7 ape 5.9 6.8 6.6 49 
Nominal Gross Domestic Product LES) 0.1 ik/4 2.4 6.0 5.9 a 


Table 2 (continued) (Per Cent Change) 
1997 1998 1999 2000 =. 2001 2002 8 §=©2003 
Real GDP (chained $1997) 4.5 4.8 7.5 aif 1.6 3.7 1.6 


Consumption 48 300 4.6 4.7 2 3.6 3.0 
Government -0.1 2.0 4.4 4.1 4.9 3.7 5.6 
Residential Construction 14.5 -1.8 11.6 (3 9.6 9.3 4.9 
Non-residential Construction 9.2 1.6 11.4 -10.0 -3.5 -1.8 -4.0 
Machinery and Equipment 23.3 6.8 9.4 OM -2.5 4.2 7.6 
Exports TES (eS) 113 7.6 -2.9 3.4 -1.3 
Imports 12.6 47 8.4 8.0 -5.4 3.8 2.8 
Nominal Gross Domestic Product 6.3 5.2 8.2 7.9 2.8 5.7 3.2 


Sources: Statistics Canada and Ontario Ministry of Finance. 
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Table 3 


Retail Sales ($ Billions) 

Housing Starts - Units (000s) 
Personal Income ($ Billions) 
Pre-tax Corporate Profits ($ Billions) 
Consumer Price Index (1992 = 100) 
Labour Force (000s) 

Employment (000s) 

Unemployment Rate (%) 


Table 3 (continued) 

Retail Sales ($ Billions) 

Housing Starts - Units (000s) 
Personal Income ($ Billions) 
Pre-tax Corporate Profits ($ Billions) 
Consumer Price Index (1992 = 100) 
Labour Force (000s) 

Employment (000s) 

Unemployment Rate (%) 


Sources: Statistics Canada, Ontario Ministry of Finance and Canada Mortgage and Housing Corporation. 
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1990 
NA 
62.6 
241.7 
19.8 
94.6 
9,033 
9,191 
6.2 


1997 
90.9 
54.1 
289.5 
Sti9 
107.9 
9,801 
9,313 
8.4 


1991 
69.6 
02.8 

247.7 
14.6 
99.0 

9,044 

5,016 

oho) 


1998 
g/.9 
53.8 

304.7 
cup 
108.9 
5,914 
5,490 
py 


1992 
(U9 
99.8 

253.8 
14.5 
100.0 
5,942 
4,949 
10.7 


EEK, 
104.6 
67.2 
321.7 
49.7 
AG 
6,071 
5,688 
6.3 


1993 
74.5 
45.1 
256.1 
1709 
101.8 
9,081 
4,974 
109 


2000 
ine) 
Fie 
347.6 
99.0 
114.2 
6,228 
5,872 
Our 


1994 
80.0 
46.6 
260.7 
27.9 
101.8 
9,974 
9,039 
9.6 


2001 
114.3 
13.3 
360.2 
48.2 
Tie 
6,364 
9,963 
6.3 


1995 
83.3 
35.8 
271.4 
3341 
104.3 
5,620 
9,131 
8.7 


2002 
121.0 
83.6 
370.3 
98.5 
120.1 
6,932 
6,068 
1a 


Ontario, Selected Economic Indicators, 1990-2003 


1996 
83.8 
43.1 
276.3 
34.2 
105.9 
9,695 
5,181 
9.0 


2003 
125.1 
85.2 
CEM 
09.4 
123.3 
6,694 
6,229 
7.0 


Table 4 Ontario, Selected Economic Indicators, Annual Change, 1990-2003 
(Per Cent Change) 

1990 1991 1992 1993 1994 1995 1996 

Retail Sales NA NA Za 4.2 0 4.0 0.7 
Housing Starts a S208 7 lost 5:6 9=19)4 3.3 20sec meee 
Personal Income 5.9 25 Zi 0.9 1.8 4.1 1.8 
Pre-tax Corporate Profits 21:8 ~=26.0 20/20 O58 aN SSH ore 
Consumer Price Index 49 47 1.0 1.8 0.0 25 1S 
Labour Force eZ 0.2 0.0 0.7 ~=-0.1 0.8 fc: 
Employment O10 p-3:47 WF 8) ire: 1.8 1.0 
Table4(continued) == ~~~ (Per Cent Change) 


1997 1998 1999 2000 2001 2002 2003 
Retail Sales 8.5 de2 ise 6.6 25 59 3.4 


Housing Starts 25.6 -04 24.9 6.4 20 ote 1.9 
Personal Income 4.8 2 5.6 8.0 3.6 2.8 Ze 
Pre-tax Corporate Profits 9.9 52> 20,9 0b 24 9745 5 
Consumer Price Index 1.9 0.9 1.9 2.9 oa 2.0 2a 
Labour Force 1.9 1.9 2.6 2.6 22 2.6 Zo 
Employment 2.6 Sh) 3.6 32 i) 1.8 2.6 


Sources: Statistics Canada, Ontario Ministry of Finance and Canada Mortgage and Housing Corporation. 
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Table 5 Business Cycles in Ontario 
Recessions Recoveries and Expansions 
Peak-to-trough 
Recession Length decline in real Expansion Length 
Quarters (Quarters) GDP Quarters (Quarters) 
1954:1 - 54:2 2 -1.5% 1954:3 - 57:3 13 
1957:4 - 58:2 3 -1.7% 1958:3 - 74:3 65 
1974:4 - 75:1 2 -0.6% 1975:2 - 79:3 18 
1979:4 - 80:3 4 -2.2% 1980:4 - 81:4 5 
1982:1 - 82:3 3 5.2% 1982:4 - 89:4 29 
1990:1 - 91:1 © 7.7% 1991:2 - 92:1 4 
1992:2 - 92:3 2 -0.9% 1992:4 - 2003:1 44 
2003:2 - 2003:3 2 -1.0% 2003:4 - 
Average 3 -2.6% Average 25 
Weighted by length of recession -3.3% 





Source: Ontario Ministry of Finance. 
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Table 6 Ontario, Real Gross Domestic Product by Industry at Basic Prices, 2000-2003 
Sa ce ee oe een eee ee ene i ee ee 

($1997 Chained Millions) 


ee ee ee ee ee eS EE 


2000 2001 2002 2003 


Goods Producing Industries 127,402 123,773 128,052 128,165 
Primary 7,844 1,080 7,784 7,790 
Utilities 9,931 9901 10,235 9,775 
Construction 18,403 19,991 20,608 21,280 
Manufacturing’ 91,145 85,986 89,159 88,986 

Services Producing Industries 268,431 277,499 288,543 294,353 
Wholesale Trade 26,067 26408 28452 29,912 
Retail Trade 19,885. -20:269, > 21,17 250620506 
Transportation and Warehousing 16,188 16,018 16,354 16,339 
Information and Cultural (incl. Telecommunications) 16.029) 172124) 18)253eeiGwiro 
Finance, Insurance, Real Estate, Rental and Leasing 83,265 87,044 90,956 92,224 
Professional and Administrative Services 28.841 30,188 31,250 -32:300 
Education 17,148 © 17,3400 7 O96w way con 
Health Care and Social Services 21.031 21,698 22,390) 923,260 
Arts, Entertainment and Recreation 3,549 3,624 Si 3,900 
Accommodation and Food 8,750 8,916 8,957 8,615 
Other Services 8,875 9,223 9,484 9,589 
Public Administration 19:105: © 19:657 > #:20;228 5 720/096 

Total Production 396,133 401.414 416,771 422,813 

Note: 

1; See Table 8 for detailed manufacturing industries. 


Sources: Statistics Canada and Ontario Ministry of Finance. 
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Table 7 Ontario, Growth in Real Gross Domestic Product by Industry at Basic Prices, 2000-2003 
sn sa SR MR een eter ake his tonite vat Sinan ee meee tent lr ait sa arusbet tives aie itahd be gelato 

(Per Cent Change) 


eee NENT 


2000 2001 2002 2003 


Primary Industries 0.6 -3.3 2.6 0.1 
Utilities 0.4 -0.3 3.4 4.5 
Construction 20) 8.6 3.1 S15 
Manufacturing’ 10.1 5.7 3.7 -0.2 

Services Producing Industries 5.3 3.4 4.0 2.0 
Wholesale Trade (ee 1.3 Lt | 
Retail Trade 6.8 1.9 45 1.6 
Transportation and Warehousing 3.9 -1.0 2.1 -0.1 
Information and Cultural (incl. Telecommunications) 10.2 7.4 6.0 2.9 
Finance, Insurance, Real Estate, Rental and Leasing 6.2 45 45 1.4 
Professional and Administrative Services 7.8 47 30 3.4 
Education 0.3 1.1 ibs) -1.4 
Health Care and Social Services 1.6 oe 32 3.9 
Arts, Entertainment and Recreation 5.4 2.1 4.1 3.4 
Accommodation and Food 1.8 1.9 0.5 -3.8 
Other Services 44 3.9 2.8 1.1 
Public Administration 2.4 3.9 1.9 3.8 

Note: 

ile See Table 9 for detailed manufacturing industries. 


Sources: Statistics Canada and Ontario Ministry of Finance. 
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Table 8 Ontario, Real Gross Domestic Product at Basic Prices in 
Selected Manufacturing Industries, 2000-2003 


($1997 Chained Millions) 
2000 2001 2002 2003 


Manufacturing 91,145 85,986 89,159 88,986 
Food, Beverage and Tobacco Products 9,342 9,914 9,978 9,697 
Textile, Clothing and Leather Products 2222 2,043 2,143 1,923 
Wood Products and Furniture 4 850 4702 4818 4,782 
Paper Products and Printing 6,342 6,147 6,151 6,150 
Chemical and Petroleum Products 7,759 Itelte 8,411 8,765 
Plastic and Rubber Products 5,919 Out 6,778 6,791 
Primary Metal and Fabricated Metal Products PASS PASTA TRE 9 AIPA 
Machinery 6,064 5,991 6,210 6,001 
Electrical and Electronic Products 11,529 8,779 8,150 8,396 
Transportation Equipment 20,523: 3 18:985'~  20;153.°4520:048 
Non-metallic Mineral Products and Other Manufacturing 3,855 3,673 3,720 3,933 


Sources: Statistics Canada and Ontario Ministry of Finance. 
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Table 9 Ontario, Growth in Real Gross Domestic Product at Basic Prices in 
Selected Manufacturing Industries, 2000-2003 


(Per Cent Change) 
2000 2001 2002 2003 
Manufacturing 10.1 5.7 3.7 -0.2 


Food, Beverage and Tobacco Products -0.1 6.1 0.6 -2.8 
Textile, Clothing and Leather Products 18.6 -8.1 49 -10.3 
Wood Products and Furniture 21.0 -3.0 20 -0.7 
Paper Products and Printing doz -3.1 0.1 0.1 
Chemical and Petroleum Products 6.7 -0.5 9.0 4.2 
Plastic and Rubber Products 16.6 ah 10.9 0.2 
Primary Metal and Fabricated Metal Products 14.4 -2.9 6.0 -1.2 
Machinery 18.1 -8.7 3. -3.4 
Electrical and Electronic Products ied -23.9 -7.2 3.0 
Transportation Equipment -1.5 -7.5 6.2 -0.5 
Non-metallic Mineral Products and Other Manufacturing 133 47 d3 sire 


Sources: Statistics Canada and Ontario Ministry of Finance. 
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Table 10 Ontario, Housing Market Indicators, 2000-2003 

2000 2001 2002 2003 


SSS SS 


New Housing Market 


Residential Construction, Current $ Millions 21.854. 24718 28.305, 31,052 
10.7 134 14.5 9.7 

Real Residential Construction ($1997 Millions) 20183" 22;130h— 24.187 9 20,000 
13 9.6 9.3 49 

Housing Starts (Units) 71521 an 3202 © 0000 oOnoU 
6.4 2.5 14.1 1.9 

Of which: Single-detached, urban areas (Units) 35,555 34861 44980 40,849 
S)e) -2.0 29.0 -9.2 

Multiple, urban areas (Units) 31,868 35,401 34635 40,082 

9.0 A -2.2 ike! 

New Housing Price Index (1997 = 100) 107.4 110.8 114.9 120.0 
3.1 On Siff 4.4 


Resale Market 


Home Resales (Units) 147,158 162,318 178,058 184,457 
-1.0 10.3 9.7 3.6 
Average Resale Price ($) 183,841 193,357 210,901 226,824 
5.6 ay 9.1 (Ge 
Note: Per cent change is shown on second line. 
Sources: Statistics Canada, Canada Mortgage and Housing Corporation, Canadian Real Estate Association and Ontario 
Ministry of Finance. 
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Table 11 Selected Financial Indicators, 1990-2003 
a SSIES FINANCIAL MIGIGALONS;: LISUELUV 
(Per Cent) 


1990 1991 1992 1993 1994 1995 1996 


Interest Rates 


Bank Rate ONY 9.0 6.8 of 5.8 isl 45 

Prime Rate 14.1 9.9 16 5.9 6.9 8.6 6.1 

10-Year Government Bonds 10.8 9.4 8.1 2 8.4 8.1 Tea 

Three-month T-Bills 12.8 8.7 6.6 4.8 5.5 6.9 4.2 
Mortgage Rates 

5-Year Rate 13.4 ihled 9.5 8.8 9.5 9.2 7.9 

1-Year Rate 13.4 10.1 7.9 6.9 7.8 8.4 6.2 
Canadian Household Debt Burden* 

Consumer 21.8 210 2143) 2173) 822)/ 7 Zorn 2a 

Mortgage 53i3 55:8) 59:2) 62.2 A 0b086 1604 eons 

Total von 113 80-5 83:5) 06068 Omer Os 


Table 11 (continued) (Per Cent) 
1997 1998 1999 2000 2001 2002 2003 
Interest Rates 


Bank Rate She 5. 49 5.8 43 Zt OZ 
Prime Rate 5.0 6.6 6.4 13 5.8 4.2 47 
10-Year Government Bonds 6.1 Dio 5.6 5.9 50 Bid 48 
Three-month T-Bills 303 47 47 S10 3.8 2.6 2.9 
Mortgage Rates 
5-Year Rate fal 6.9 7.6 8.3 74 7.0 6.4 
1-Year Rate 5:0 6.5 6.8 7.9 6.1 biz 4.8 
Canadian Household Debt Burden* 
Consumer 26.2 PA i MPs ov PASC E E EeiNKG Ee poiee (TE CNN 
Mortgage 68.5 69.0 686 67.0 668 69.1 (Pas, 
Total 94.7 96.6 97.1 96.9 97.3 100.3 105.4 
Household debt as a share of personal disposable income. 
Note: All data are annual averages. 


Sources: Statistics Canada and Bank of Canada. 
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Table 12 Ontario and the G-7, Real Gross Domestic Product Growth, 1990-2003 
(Per Cent) 

1990 ©1991 1992 1993 1994 1995 1996 

Ontario -1.7 -3.9 0.9 1.0 5.9 oho" 134 
Canada 0.2 -2.1 0.9 Les) 48 2.8 1.6 
France 2.6 1.0 1.3 -1.0 1.9 1.8 1.0 
Germany Oi 5a 1.8 -1.1 2.4 1.8 0.8 
Italy 1.9 1.4 0.7 -0.9 Zs 3.0 1.0 
Japan 52 3.4 1.0 0.2 is 1.9 3.4 
United Kingdom 0.8 -1.4 0.2 71! 4.4 2.8 Zi 
United States 1.9 -0.2 he ef 4.0 Zo Sil 


Table 12 (continued) (Per Cent) 
1997 1998 1999 2000 2001 2002 2003 


Ontario 4.5 48 (ES Spy 1.6 3.7 1.6 
Canada 4.2 4.1 oF) OZ 1.8 3.4 2.0 
France 1.9 3.6 BZ 4.2 2.1 14] 0.5 
Germany 15 1 q2 37 0 0.2 -0.1 
Italy 2.0 ve alts 32 dev 0.4 0.4 
Japan 1.9 -1.1 0.1 Zo 0.4 -0.3 Zl 
United Kingdom a oA 2.8 3.8 2a 1.6 7 ed 
United States 45 42 49 oy 0.8 19 3.0 
Note: The adoption of new national account systems, SNA93 or ESA95, has been proceeding at an uneven pace among OECD 


member countries, both with respect to variables and the time period covered. As a consequence, there are breaks in many 

national series. Moreover, some countries are using chain-weighted price indices to calculate real GDP and expenditures 

components. These numbers are working-day adjusted and hence may differ from the basis used for official projections. 
Sources: OECD, U.S. Bureau of Economic Analysis and Statistics Canada. 
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Table 13 Ontario and the G-7, Employment Growth, 1990-2003 
oogenesis lol al il i ae ata ae ae iid holed idee alle ra al si, 
(Per Cent) 


1990 1991 1992 1993 1994 1995 1996 
Ontario 0.0 -3.4 -1.3 0:5 1.3 1.8 1.0 


Canada 0.8 -1.8 -0.7 0.8 2.0 1.9 0.8 
France Ta 0.2 -0.6 se 0.1 0.9 0.4 
Germany 3.0 Ae -1.9 -1.8 -0.2 0.1 -0.3 
Italy 1.4 1.4 -1.1 4.1 -1.6 -0.6 0.5 
Japan 2.0 1.9 i 0.2 0.1 0.1 0.4 
United Kingdom 0.4 -3.2 -2.8 -0.7 1.0 Ae 0.9 
United States ie -0.9 0.7 les) Z3 ales 1:6 
Taedacontnued)=—=“‘S~*‘SD:*<‘CSr”:*”””S””SS eR Cen 

1997 1998 1999 2000 2001 2002 2003 
Ontario 2.6 3 3.6 éZ APS 1.8 26 
Canada EDs} 20 2.8 2.6 1.1 22 2.2 
France 0.4 it 2.0 Zit 1.7 0.7 0.0 
Germany -0.2 1 eZ 2.0 0.3 -0.5 -1.1 
Italy 0.4 14 dec 1.9 2 BS 1.0 
Japan 1.1 -0.7 -0.8 -0.2 -0.6 -1.2 -0.2 
United Kingdom 1.8 1.0 13 14 0.8 0.7 0.9 
United States 2.3 15 AWe BS) 0.0 -0.3 0.9 


Sources: IMF, U.S. Bureau of Labor Statistics and Statistics Canada. 
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Taleis Ontario and the G-7, Unemployment Rates, 1990-2003 
(nreecei | isn irc Soe, ence 

14990 1991 1992 1993 1994 1995 1996 
Ontario 6.2 9.5 10.7 10.9 9.6 8.7 9.0 
Canada 8.1 10.3 A de2 11.4 10.4 9.4 9.6 
France 8.8 9.4 10.3 146 12.0 11.4 12.0 
Germany 45 5.3 6.2 (3) 8.0 (ile 8.4 
Italy 9.1 8.6 8.8 10.2 112 su lee 11.7 
Japan 2.1 25] ZZ 25 2.9 oi 3.4 
United Kingdom 6.0 8.4 10.3 10.7 9.8 8.8 8.2 
United States 5.6 6.8 Co 6.9 6.1 5.6 5.4 


Table 14 (continued) (Per Cent) 
1997 1998 1999 2000 2001 2002 2003 
Ontario 8.4 7.2 6.3 Ohh 6.3 tal 7.0 


Canada 9.1 8.3 7.6 6.8 G2 Tey 7.6 
France 12.1 AES 10.7 9.4 8.7 9.0 9.7 
Germany 9.2 8.7 8.0 [BS 74 8.1 8.7 
Italy 11.8 11.9 Ti 10.7 9.6 9.1 8.8 
Japan 3.4 41 47 47 5.0 5.4 O38 
United Kingdom Tal 6.3 6.1 SS) on 5.2 5.0 
United States 4.9 4.5 4.2 4.0 47 5.8 6.0 


often of a minor nature. 
Sources: OECD, U.S. Bureau of Labor Statistics and Statistics Canada. 
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Table 15 Ontario and the G-7, CPI Inflation Rates, 1990-2003 
SN A ng ge a Paes Bw ct eee ge eee ERATE ed eg 

(Per Cent) 


eee Ne 


1990 1991 1992 1993 1994 1995 1996 


Ontario 4.9 47 1.0 1.8 0.0 Zi 15 
Canada 48 5.6 (es 1.8 0.2 ae 1.6 
France o.2 3.4 21D Ze VG 1.8 Pas 
Germany PAE 4.1 onl 4.4 aed 7 1.2 
Italy 6.5 6.2 5.0 45 4.2 5.4 4.0 
Japan 3.1 Oz div. 1S 0.7 -0.1 0.1 
United Kingdom 13.4 feb 42 2.5 2.0 ou 25 
United States 5.4 4.2 3.0 3.0 2.6 2.8 3.0 


Table 15 (continued) (Per Cent) 
1997 1998 1999 2000 2001 2002 2003 


Ontario 1.9 0.9 1.9 2.9 3.1 2.0 oh 
Canada 1.6 0.9 Tai PTE 2.6 2.2 2.8 
France tis 0.7 0.6 1.8 1.8 1.9 22 
Germany five 0.6 0.6 1.4 1.9 13 1.0 
Italy 1.9 2.0 ley, 2.6 Zi 2.6 2.8 
Japan 1.7 0.7 -0.3 -0.7 -0.7 -0.9 -0.3 
United Kingdom 1.8 1.6 1.3 0.8 T2 ip 1.4 
United States 2 1.6 2.2 3.4 2.8 1.6 20 


Sources: OECD, U.S. Bureau of Labor Statistics and Statistics Canada. 
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Table 16 G-7, Exchange Rates, 1990-2003 
(Foreign Currency per Canadian Dollar) 

4990 1991 1992 1993 1994 1995 1996 


Euro* - : = = : A 
France 4667 4925 4.380 4390 4066 3637 3.752 
Germany 1.385 1449 1.292 1.282 1.188 1.044 1.104 
Italy 1026.9 1082.8 1019.6 1219.8 1180.7 1186.9 1131.6 
Japan 124.1 117.6 104.8 86.2 74.8 68.5 79.8 
United Kingdom 0.482 0.495 0471 0.517 0.478 0.462 0.470 
United States 0.857, =.0:873 80.827 70.775) 0.7820 OZER OMe 
Table 16(continued) ~~~ (Foreign Currency per Canadian Dollar) 
1997 1998 1999 2000 2001 2002 2003 
Euro* - - 0.631 0.730 0.721 0.674 0.632 
France 42 iia ooo al es - - : - 
Germany W201 a Oo ee - - - - 
Italy 1228:5. “1168;2 - - - - 
Japan 87.3 87.8 76.3 72.6 78.4 79.7 82.7 
United Kingdom 0.441 0407 0416 0.444 0448 0.424 0.437 
United States 0.722 0.674 0.673 0.673 0646 0.637 0.714 
. Introduced January 4, 1999. 
Note: All data are annual averages. 


Source: Bank of Canada. 


SGA RT STE IT DESAI AR GA A LS ES HE A ET ER REDS SOE RAE 
110 Economic Data Tables 


i 


eee 
Table 17 Ontario, International Merchandise Exports’ by Major Commodity’, 2003 
Se iO Ris bean Uripenantoie edb ead Seng oonss ied bk ena ed eg USCS BA A) 
Value Per Cent 
$ Millions of Total 
Motor Vehicles, Parts and Accessories 71,894 42.9 
Machinery and Mechanical Appliances 19,081 11.4 
Electrical Machinery and Equipment 7,936 47 
Plastics and Plastic Articles 6,981 42 
Non-ferrous Metals and Allied Products 6,001 3.6 
Pulp; Paper and Allied Products 5 620 3.4 
Prepared Foodstuffs, Beverages and Tobacco, 4,800 2.9 
Furniture and Fixtures, Signs, Prefabricated Buildings 4,541 aye 
Other Chemical Products 3,520 pas 
Precious Metals, Stones and Coins 3,241 1.9 
Wood and Wood Products 2,886 180 
lron and Steel 2,829 1 
Mineral Products 2,819 Vel 
Articles of Iron and Stee! 2,810 ‘is 
Pharmaceutical Products 2,195 Ts 
Scientific, Professional and Photo Equipment, Clocks 2,080 i 
Vegetable Products; Fats and Oils 1,748 1.0 
Rubber and Rubber Articles WA 1.0 
Live Animals; Animal Products 1,493 0.9 
Textiles and Textile Articles TO 0.8 
Articles of Stone, Cement, Ceramic and Glass Wooo 0.8 
Organic Chemicals 1,253 Ore 
Inorganic Chemicals; Chemical Elements and Compounds 1,248 0.7 
Aircraft, Spacecraft and Parts 1,027 0.6 
Printed Matter 879 0.5 
Apparel and Clothing Accessories 571 0.3 
Railway, Rolling Stock and Parts 476 0.3 
Hides, Leather, Travel Goods and Furs 357 0.2 
Toys, Games and Sports Equipment 346 0.2 
Other Textile and Clothing Articles 202 0.1 
Miscellaneous Articles; Works of Art 195 0.1 
Ships, Boats and Floating Structures 74 0.0 
Headgear, Umbrellas, Artificial Flowers 30 0.0 
Footwear 29 0.0 
Other Commodities” 4,134 2.5 
Total Exports 167,707 100.0 
Notes: 
1 Domestic exports exclude re-exports. 7 . 
ee Ontario Ministry of Economic Development and Trade definition of product groupings based on two-digit Harmonized System 
Codes. Data are customs based. 
oF Other Commodities includes special transactions. 


Source: Industry Canada. 
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Table 18 Ontario, International Merchandise Imports by Major Commodity’, 2003 
na 8 ete Oe, ce Value metpereent 
$ Millions of Total 
Motor Vehicles, Parts and Accessories 49,256 23.5 
Machinery and Mechanical Appliances 38,833 18.5 
Electrical Machinery and Equipment 22,952 10.9 
Plastics and Plastic Articles 8,762 4.2 
Other Chemical Products 7,945 3.8 
Scientific, Professional and Photo Equipment, Clocks 7,846 3.7 
Non-ferrous Metals and Allied Products 6,807 3.2 
Prepared Foodstuffs, Beverages and Tobacco 9,739 oH 
Pharmaceutical Products alte 2D 
Pulp; Paper and Allied Products 4,378 2.1 
Vegetable Products; Fats and Oils 4,262 2.0 
Articles of Iron and Steel 4,138 2.0 
Furniture and Fixtures, Signs, Prefabricated Buildings 3,688 1.8 
Mineral Products 3,604 ley 
Rubber and Rubber Articles 3,200 1.6 
lron and Steel 3,207 qe) 
Organic Chemicals 3,167 A) 
Articles of Stone, Cement, Ceramic and Glass 2,883 1.4 
Textiles and Textile Articles 2,087 fiz 
Printed Matter 2,450 Ate 
Apparel and Clothing Accessories 2,300 i 
Toys, Games and Sports Equipment 2,097 1.0 
Precious Metals, Stones and Coins 1,704 0.8 
Live Animals; Animal Products 1,641 0.8 
Wood and Wood Products 1,451 0.7 
Aircraft, Spacecraft and Parts 132i 0.6 
Inorganic Chemicals; Chemical Elements and Compounds 933 0.4 
Miscellaneous Articles; Works of Art 766 0.4 
Hides, Leather, Travel Goods and Furs 748 0.4 
Railway, Rolling Stock and Parts 743 0.4 
Footwear 689 0.3 
Other Textile and Clothing Articles 544 0.3 
Ships, Boats and Floating Structures 232 0.1 
Headgear, Umbrellas, Artificial Flowers 160 0.1 
Other Commodities’ 3,583 1k 
Total Imports 209,952 100.0 
Notes: 
1 Ontario Ministry of Economic Development and Trade definition of product groupings based on two-digit Harmonized System 
Codes. Data are customs based. 
Ze Other Commodities includes trans-shipments from one province to another through a foreign jurisdiction and special 
transactions. 


Source: Industry Canada. 
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Table 19 Ontario, International Merchandise Trade by Major Region, 2003 
Exports Per Cent Imports Per Cent 
($ Millions) of Total ($ Millions) of Total 
Western Europe 7,034 42 16,655 7.9 
European Union 6,092 3.6 15,501 74 
Other Western Europe 942 0.6 1156 0.6 
Eastern Europe 389 0.2 789 0.4 
Asia 3,282 2.0 25,581 1292 
Oceania (Pacific) 963 0.6 700 0.3 
Pacific Rim 4,078 2.4 PASAT 12.0 
Caribbean 268 0.2 179 0.1 
Latin America 1,403 0.8 12,471 5.9 
Mexico 855 0.5 10,017 48 
Middle East 579 0.3 641 0.3 
Africa 335 0.2 444 0.2 
Re-imports (Canada) 0 0.0 2,475 132 
Total 167,707 100.0 209,952 100.0 
Note: Data are customs based and do not include re-exports. 


Source: Industry Canada. 
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Table2) Canada, International Merchandise Trade by Major Region, 2003 
Exports Per Cent Imports Per Cent 
($ Millions) of Total ($ Millions) of Total 
United States 303,563 85.7 203,550 60.7 
Western Europe 19,627 5.5 44 646 ike! 
European Union 18,133 5a 38,854 11.6 
Other Western Europe 1,494 0.4 5,792 ae 
Eastern Europe 1,073 0.3 Zieoe 0.7 
Asia 19,355 O10 51,941 15:5 
Oceania (Pacific) 1,787 0.5 2,200 0.7 
Pacific Rim 19,913 5.6 51,706 15.4 
Caribbean 777 0.2 A138 0.3 
Latin America 4578 AW 17,930 53 
Mexico 2,143 0.6 12,184 S65 
Middle East 1,684 (Ges) 3,413 1.0 
Africa 1,601 0.5 4,376 is 
Re-imports (Canada) 5 0.0 4.112 de 
Total 354,050 100.0 335,533 100.0 
Note: Data are customs based and do not include re-exports. 


Source: Industry Canada. 
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Tab let2 ee ee Ta! ON SaGee gu TOntanios Selected Demographic Character adesa see aOnda 
Intercensal Estimates Postcensal Estimates 7 
1986 1994 1996} 2001 2002 2003 2004 
Total Population (000s) 9,438 10,428 11,083) 11,898 12,102 12,257 12,393 
Annual Average Growth 
Over Preceding Year Shown (%) 1.4 2.0 1.2 1.4 Av 13 ea 
Median Age (Years) 31.9 33.5 30.0) ge eeoour 37.0 37.4 Shih 
Age Group Shares (%) 
0-4 6.8 7.0 6.8 6.0 5.8 5.6 5.4 
5-14 13.4 1314 ikea 13:0 13.4 1322 13.0 
15-24 1A 14.5 jew 13.4 13.4 13:5 1955 
25-44 324 34.2 32.9 3135 Ste3 30.9 30.6 
45-64 19.8 19.6 ZAK 23.2 23.6 24.2 24.7 
65-74 6.5 7AY Os) 7.0 6.9 6.9 6.9 
75+ 4.2 4.6 5.0 5.6 5.7 5.8 oo 
Total Fertility Rate® 1.6 Ay. 1.6 AS) 15 NA NA 


Life Expectancy (Years)° 


Female 80.0 80.8 81.3 82.2 82.2 NA NA 
Male (OT 75.0 ee) Tis (1G NA NA 
Families (000s)* PAA SPT PAE ORS coli el NA NA NA 
Households (000s)* 3.2220 3;000 mr 3)920|see4ea10 NA NA NA 
Notes: 
if Population figures are for July 1 (census year). . 
2 Estimates by Statistics Canada based on the 2001 Census adjusted for net Census undercoverage. 
3 Calendar-year data. 
4. Families and Households are Census data. 


Source: Statistics Canada. 
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Table 22 Ontario, Components of Population Growth, 1994-95 to 2003-04' 
(Thousands) 

1994-95 1995-96 1996-97 1997-98 1998-99 

Population at Beginning of Period 10,818 10,950 11,083 11,228 11,367 
Births 147 143 136 es 131 
Deaths 78 78 80 80 80 
Immigrants 120 116 119 106 92 
Net Emigrants® 26 ae) Zi 26 24 
Net Change in Non-permanent Residents -17 -10 -3 -3 6 
Interprovincial Arrivals 67 69 70 75 ee) 
Interprovincial Departures 70 iz 68 66 56 
Population Growth During Period 132 132 145 139 139 
Population at End of Period * 10,950 11,083 11,228 11,367 11,506 
Population Growth (%) tz ine 13 cz 1.2 


Table 22 (continued) (Thousands) 
1999-00 2000-01 2001-02 2002-03 2003-04 


Population at Beginning of Period 11,506 11,685 11,898 12,102 12,257 
Births 131 128 129 129 128 
Deaths 81 81 81 84 87 
Immigrants tae 150 153 110 128 
Net Emigrants? 24 23 19 19 19 
Net Change in Non-permanent Residents 16 21 17 18 -5 
Interprovincial Arrivals 79 75 70 64 68 
Interprovincial Departures af 56 65 64 77 
Population Growth During Period 179 212 204 1D 136 
Population at End of Period” 11,685 11,898 12,102 12,257 12,393 
Population Growth (% 1.6 1.8 Ah 1.3 ial 
Notes: 

1. Data are from July 1 to June 30 (census year). 

Zz The sum of the components does not equal the total change in population due to residual deviation. 

a Net Emigrants = Emigrants plus temporarily abroad minus returning emigrants. 


Source: Statistics Canada. Estimates based on the 2001 Census adjusted for net Census undercoverage. 
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Table 23 Ontario, Labour Force, 1990-2003 

1990 1991 1992 1993 1994 1995 1996 
Labour Force (000s) O30 5,044 5542 - 5581 5574 5.620 ~ “5,695 


Annual Labour Force Growth (%) 1.2 0.2 0.0 0.7 -0.1 0.8 13 
Participation Rate (%) 
Male 78.0 76.4 194 74.4 73.5 72.9 72.6 
Female 61.4 61.0 60.0 59.5 58.8 58.7 58.9 
Share of Labour Force (%) 
Youth (15-24) 19.6 18.6 18.1 EAS: 16.8 16.4 16.2 
Older Workers (45+) 26.3 26.6 27.4 28.0 28.8 29.1 29.5 
Table 23 (continued) 
1997 1998 1999 2000 2001 2002 §=©2003 
Labour Force (000s) 5,801 5914 6,071 6,228 6364 6532 6,694 
Annual Labour Force Growth (%) 1.9 1.9 2.6 2.6 Ae 2.6 pues 
Participation Rate (%) 
Male 72.8 72.6 To2 73.4 73.5 74.1 74.5 
Female 59.1 59.7 60.4 61.2 61.4 61.9 62.6 
Share of Labour Force (%) 
Youth (15-24) 15.9 158 16.0 16.1 15.9 16.0 15.9 
Older Workers (45+) 30.2 30.6 315 32.0 32:5 33.4 34.5 


Source: Statistics Canada. 


ee cy St*té“‘(i‘é‘ “!S;‘*S*é‘(‘(‘(‘(NSNNNNNNCO#*‘(CéC‘ ‘(Cé‘éSRL 


2004 Ontario Economic Outlook and Fiscal Review 


—— Te 


Table 24 Ontario, Employment, 1990-2003 
1990 1991 1992 1993 1994 1995 1996 

Total Employment (000s) 5191 5016 4,949 4,974 5,039 5,131 5,181 

Male OSs]. 2117) 62001 = 2088" 2129 TNA Tir st Ziue 

Female 2,340 2,299 2,288 2,286 2,311 D307 2a 008 
Annual Employment Growth (%) 0.0 -3.4 -1.3 0.5 he 1.8 1.0 
Net Job Creation (000s) -2 -176 -67 25 65 91 50 
Private-sector Employment (000s) 3,542 3337 3,237 3,209 3,274 3,95 3,459 
Public-sector Employment (000s) 1,013 1,022 1,039 1,042 1,033 1,004 963 
Self-employment (000s) 636 657 673 (Gs 733 (ey 758 
Manufacturing Employment 

(% of total) 19.2 18.0 17.3 16.5 16.6 fed 17.4 
Services Employment 

(% of total) 70.0 Tae (2a 73.8 74.0 (3h 73.6 
Part-time (% of total) Tel 18.3 18.6 19.7 19.0 18.8 19.3 
Average Hours Worked 

Per Week ' 38.1 Si 36.7 37.2 37.6 of2 37.6 
Table 24 (continued) 1997 1998 1999 2000 2001 2002 2003 
Total Employment (000s) Bald) 9.5490) — 15,688" 95/8725 5,963 4 OUG3 meno 229 

Male 2819e 2.9525) 33,058) 93.146. 3,184) 3)2375 es 3i5 

Female P4359 525360 2030 eZ, 120. MZ 198 2801 2,914 
Annual Employment Growth (%) 2.6 oe 3.6 a2 as 1.8 2.6 
Net Job Creation (000s) 133 AE 198 184 91 105 161 
Private-sector Employment (000s) 3,020 3,687 9 3,828 3.972" 4.091 4150 4,250 
Public-sector Employment (000s) 939 941 964 987 988 1,038 1,070 
Self-employment (000s) 849 862 896 913 884 880 909 
Manufacturing Employment 

(% of total) es 18.0 18.4 18.7 18.2 18.5 17.5 
Services Employment 

(% of total) 73.4 WZ (Pai) (21 [REL 73.0 Tors) 
Part-time (% of total) 19.2 18.6 18.0 17.9 17.8 18.1 18.3 


Average Hours Worked 
Per Week' 37.8 37.8 37.9 38.1 SiGe 37.4 36.6 


Note: 
il: Average actual hours worked per week at all jobs, excluding persons not at work, in reference week. 
Source: Statistics Canada. 


PRESS) REF SL TU RES RS AE SS 
118 Economic Data Tables 


AN 


eee oe mnt InlnGs Kina a) huantiny Totem ae OntanT, UneniplovmiennTaeceaona 
1990 1991 1992 1993 1994 1995 1996 
Total Unemployment (000s) 342 528 593 607 DoO 489 515 
Unemployment Rate (%) 6.2 9.5 10.7 10.9 9.6 8.7 9.0 
Male 6.2 10.0 11.9 1185 10.0 8.9 9.0 
Female 6.1 8.9 9.3 10.1 9.1 8.5 9.0 
Toronto CMA" 5.2 9.5 11.2 11.4 10.4 8.6 9.1 
Northern Ontario 8.1 11.4 12.6 12.4 11.6 9.9 10.7 
Youth (15-24) 10.0 15.0 17.4 ie 15:5 14.6 14.9 
Older Workers (45+) 4.0 6.8 74 7.6 7.0 6.5 6.4 
Share of Total Unemployment (% ) 
Long-term Unemployed (27 weeks+) 13:7 220) 29:1 33.4 oz 29.4 28.3 
Youth (15-24) 31.7 29.3 29.5 27.8 20h 205 26.6 
Older Workers (45+) 16.9 19.0 19.0 19.5 2131 DANAE 20.8 
Average Duration (weeks)’ 13:7 18.5 23.3 26.9 245 25.8 24.8 
Youth (15-24) 10.0 Tou 16.6 18.4 17.8 16.2 15.4 
Older Workers (45+) 18.9 22.7 29.7 SP 34.6 33.4 Siet 
Table 25 (continued) 1997 1998 1999 2000 2001 2002 2003 
Total Unemployment (000s) 488 424 383 356 402 464 466 
Unemployment Rate (%) 8.4 7.2 63 5.7 6.3 Tal 7.0 
Male 8.2 ea 6.2 5:5 6.4 1.8 Te 
Female 8.7 ifs 6.4 5.9 6.2 6.8 6.8 
Toronto CMA' 8.0 7.0 6.1 55 6.3 74 TL 
Northern Ontario 10.4 11.0 9.0 8.2 79 8.0 Tao 
Youth (15-24) 16.4 14.4 13.1 11.8 1296 13.9 14.5 
Older Workers (45+) 5.9 a) 4.2 4.0 4.4 47 47 
Share of Total Unemployment (% ) 
Long-term Unemployed (27 weeks+) fase) 21.8 19.0 15.4 12.9 15.8 16.6 
Youth (15-24) 30.9 Sie) SB) Son 31.6 313 33/3 
Older Workers (45+) Ze 22.6 20.7 22.4 22.9 22.0 23.4 
Average Duration (weeks) 26.6 Zoe ZA 17.8 15.4 16.5 17.2 
Youth (15-24) 13.7 123% 11,5 9.8 8.7 9.6 9.6 
Notes: 
di CMA is Census Metropolitan Area. Toronto CMA includes the City of Toronto; the Regions of York, Peel and Halton 


(excluding Burlington); Uxbridge, Pickering, Ajax, Mono, Orangeville, New Tecumseth and 


Bradford West Gwillimbury. Pack 
2. Prior to 1997, unemployment of 100 or more weeks was recorded as 99 due to data processing limitations. This 


restriction was removed for data after 1996. 
Source: Statistics Canada. 
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Table 26 Ontario, Employment Insurance (El) and Social Assistance, 1990-2003 
1990 1991 1992 1993 1994 1995 1996 
EI Regular Beneficiaries (000s) 214 319 322 294 228 181 180 
E] Maximum Insurable Earnings ($)' 640 680 710 745 780 815 750 
El Maximum Weekly Entitlement ($) 384 408 426 425 429 448 413 
E| Premium Rate 
Employer ($/$100 Insurable Earnings) 3.15 3.15/3.92 4.20 420 4.30 4.20 4.13 
Employee ($/$100 Insurable Earnings) 2.25 2.25/2.80° 3.00 3007 33:07 3.00 2.95 
EI Total Benefits Paid ($ millions)° 3,419 5362 5,845 5,406 4,511 3,796 3,653 
El Premiums Paid ($ millions)’ 5,432 62208) 7,303. 150/667 7,929 7,582 
Social Assistance Caseload (000s)° 366 499 608 660 673 660 599 
Table 26 (continued) 1997 1998 1999 2000 2001 2002 2003 
El Regular Beneficiaries (000s) 151 131 110 101 122 136 142 
El Maximum Insurable Earnings ($)' 39,000 39,000 39,000 39,000 39,000 39,000 39,000 
El Maximum Weekly Entitlement ($) 413 413 413 413 413 413 413 
El Premium Rate 
Employer ($/$100 Insurable Earnings) 4.06 3.78 SOL, oe) 4 Bec iike 3.08 2.94 
Employee ($/$100 Insurable Earnings) 2.90 2.70 2.09 240 92.25 2.20 2.10 
EI Total Benefits Paid ($ millions)’ 3,436 3,141 93,051) 2,787 3,524 4,328 4,342 
El Premiums Paid ($ millions)’ 8,173 7,679 7,614 7,668 7,477 7,549* =7,231* 
Social Assistance Caseload (000s)° 568 529 479 436 408 411 413 
ee, a te eG hoo > 
1 Effective January 1, 1997, the maximum weekly insurable earnings of $750 was eliminated and replaced with an annual 


maximum set at $39,000. 

Premium rates for 1991 changed at mid-year. 

Employment Insurance benefit payments are on a cash basis; premiums are paid on an accrual basis. 

Premiums paid in 2002 and 2003 are Ontario Ministry of Finance estimates. 

The number of social assistance cases from 1998 to 2003 includes recipients of the Ontario Works program, the Ontario 

Disability Support Program, Temporary Care Assistance and the Assistance for Children with Severe Disabilities program. 

The Ontario Works Act was proclaimed in May 1998 and replaced the General Welfare Act. The Ontario Disability Support 

Program Act was proclaimed in June 1998. 

Sources: Statistics Canada, Human Resources and Skills Development Canada, Ontario Ministry of Finance and Ontario Ministry of 
Community and Social Services. 
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AT siee zien ANNU! Wes NV THEN INGA Ov) = Onttarlos Labour Comipanatien 19002008 
1990 1991 1992 1993 1994 1995 1996 

Average Weekly Earnings ($)' NA 576.13 598.80 612.33 628.16 634.17 649.55 

Increase (%) NA NA 3.9 fas) 2.6 1.0 2.4 
CPI Inflation (%) 4.9 47 1.0 1.8 0.0 Zo 10 
AWE Increase Less CPI Inflation (%) NA NA 2.9 0.5 2.6 -1.5 0.9 
AWE - Manufacturing ($) NA 683.30 716.55 739.20 761.95 770.80 794.09 

Increase (%) NA NA 49 a2 3.1 12 3.0 

Increase Less CPI Inflation (%) NA NA 3.9 1.4 a -1.3 15 
Wage Settlement Increases (%)" 

All Sectors 5.9 47 Zit 1.0 0.4 1.0 ie 

Public 6.9 50 2.6 0.5 0.1 0.2 0.3 

Private oe 3.8 2.7 1.9 1.1 1.7 2.2 
Person Days Lost Due to Strikes and 

Lockouts (000s) 2,958 454 578 aT, 488 477 —s- 1,915 
Minimum Wage at Year-end ($/hour) 5.40 6.00 6.35 6.39 6.70 6.85 6.85 
Table 27 (continued) 1997 1998 1999 2000 2001 2002 2003 
Average Weekly Earnings ($)' 663.73 672.67 683.70 700.12 712.88 725.98 733.00 

Increase (%) 2.2 T3 1.6 24 1.8 1.8 1.0 
CPI Inflation (%) 1.9 0.9 1.9 2.9 ot 2.0 Pah 
AWE Increase Less CPI Inflation (%) 0.3 0.4 -0.3 -0.5 -1.3 -0.2 -1.7 
AWE - Manufacturing ($) 821.28 841.78 852.13 869.40 882.76 906.10 917.68 

Increase (%) 3.4 2.5 eZ 2.0 ie 2.6 13 

Increase Less CPI Inflation (%) ide 1.6 -0.7 -0.9 -1.6 0.6 -1.4 
Wage Settlement Increases (%)° 

All Sectors 172 1.6 Za 2.6 3.0 3.0 3:1 

Public 0.7 es 1.4 2h 2.9 2.9 35 

Private 2.3 Pes oa 2.4 3.0 3.0 1. 
Person Days Lost Due to Strikes and 

Lockouts (000s) 1,904 1,061 651 650 672) aso 495 
ee Average Weekly Earnings (AWE) includes overtime. In 2001, Statistics Canada changed its estimates of AWE 

from the 1980 Standard Industrial Classification (SIC) to the North American Industry Classification System 

(NAICS). AWE based on NAICS is available only back to 1991. hie vil 
a Wage settlement increases are for collective agreements covering 200 or more employees, Ontario Ministry of 

Labour. 


Sources: Statistics Canada, Ontario Ministry of Labour and Ontario Ministry of Finance. 


pa 
21 


2004 Ontario Economic Outlook and Fiscal Review 1 


ee 


Table 28 Ontario, Employment by Occupation, 1992-2003 
og a SE ee ee ee 
1992 1993 1994 1995 1996 1997 
Management A947 5238 1507 “S47 07637" 948 
Business, Finance and Administrative 1,033 993 997 1,009 995 993 
Natural and Applied Sciences 264 256 260 284 285 # 314 
Health DAS 5200. 200200 Maco e200 
Social Science, Education, Government 
Service and Religion 343° 9340 3/45 42 344 345 
Art, Culture, Recreation and Sport 128 139 150 143 148 8 148 
Sales and Service AAA A207 MOK 1220 ee ecoc enzo 
Trades, Transport and Equipment Operators 103 mead Thy ARYA CRE VTE 
Primary Industry 148° 153 <A48en 21456 A2) do 
Processing, Manufacturing and Utilities 419). -403+9 +435... 450-9 046508 yro12 
Total 4,949 4974 5,039 5,131 5,181 5,313 
Table 28 (continued) (Thousands) 
1998 1999 2000 2001 2002 2003 
Management O02, s0D0) | 000), 200/e s 000 mou 
Business, Finance and Administrative 10345 2.0545 41:0 7970 1131 poe 6.) aie G0 
Natural and Applied Sciences 345 389 423 448 440 446 
Health ZOOME 21 Zee Came 2a en Omens, 
Social Science, Education, Government 
Service and Religion 359 390 @8©=. 401 404 412)—s 415 
Art, Culture, Recreation and Sport 153 699 iin OO 172 184 
Sales and Service F316. 1351" 1,408 14345) 1465x520 
Trades, Transport and Equipment Operators (98 692° Wx80Gw 82328) W846 FeEeS 
Primary Industry 1308 Patosy S142 59131 124 134 
Processing, Manufacturing and Utilities DOG be WOCUN ie © me Ol Sie tOU 2a ammogU 
Total 9,490 5,688 5,872 5,963 6,068 6,229 


Note: Occupational groupings based on Standard Occupational Classification 1991 (SOC91). 
Source: Statistics Canada. 
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Table 29 Ontario, Distribution of Employment by Occupation, 1992-2003 
(Per Cent) 


1992 1993 1994 1995 1996 1997 


Management 10,07 MOS “10a 07a C4 ee Oe 
Business, Finance and Administrative 20:95 20:0" 98.5 “19:7 e190 187 
Natural and Applied Sciences oH Oh! ou D0 OR Og 
Health 4.9 5.2 5.1 5.0 48 5.0 
Social Science, Education, Government 

Service and Religion 6.9 6.8 7.4 6.7 6.6m /=0,0 
Art, Culture, Recreation and Sport 26 2.8 3.0 2.8 29020 
Sales and Service 20.1 724.3 ©23,05 (20, 0m Za atzoO 
Trades, Transport and Equipment Operators 142° “IAA “1426 , 14:80 pas 147, 
Primary Industry 3.0 3.1 29 2.8 PATE NR OA E 
Processing, Manufacturing and Utilities 8.5 8.1 8.6 8.8 9:4: © eG)6 
Total 100.0 100.0 100.0 100.0 100.0 100.0 


1998 1999 2000 2001 2002 2003 
Management 10.1 9.7 9.6 9.3 eek ae JL ks) 


Business, Finance and Administrative 1838 185) 1 Ca 1 Sa ear 
Natural and Applied Sciences 6.3 6.8 fee Ge ie eee 
Health 47 48 47 47 50 512 
Social Science, Education, Government 

Service and Religion 6.9 6.9 6.8 6.8 6.8 866.7 
Art, Culture, Recreation and Sport 2.8 3.0 2.9 3.0 Zoe E29 
Sales and Service 240 237 240 240 241 24.4 
Trades, Transport and Equipment Operators 14. SNS. eo SLO eer lona enon 
Primary Industry 2.0 27 24 2.2 2.0 cee 
Processing, Manufacturing and Utilities 93 10:Gr 102 9.6 99%. 9% 
Total 100.0 100.0 100.0 100.0 100.0 100.0 


Note: Occupational groupings based on Standard Occupational Classification 1991 (SOC91). 
Source: Statistics Canada. 
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Table 30 Ontario, Employment by Industry, 1994-2003 

LLan Sy ce eee ee hee ee fs Sn ee oe ee ee 
Thousands 


1994 1995 1996 1997 1998 
Re a ee 
Goods Producing Industries 1,312 1,348 1,366 1,412 1,469 


Primary Industries 150 0) 2a | 143 = 144 
Agriculture 142 Oe 05cm 0S eo 
Manufacturing 838 878 904 939 989 
Construction 2h cog) 201) 2828 e200 

Utilities 49 49 50 48 49 
Services Producing Industries 3,727 3,782 3,815 3,902 4,021 
Trade (UA? eel OLAS oe e2O02) uaOls 
Transportation and Warehousing 236 242 244 «248 ~ 261 
Finance, Insurance, Real Estate and Leasing GOO; We05 32 sano aemOLO 
Professional, Scientific and Technical Services 282 302 ules! 350 312 
Business, Building and Other Support 158 174 181 194 210 
Educational Services 364 «358 )=— 340023340) 347 

Health Care and Social Assistance S03. =Ol0 RRR S0Sa 4958e oI 
Information, Culture and Recreation Zods Vii200s COL ae eee 
Accommodation and Food Services 200 e295 eo Onno 0 od 

Public Administration O14 ves 30,) e200 2/9 cos 

Other Services 204 Zac) 2A ZemeeO | 262 

Total Employment 5,039 5,131 5,181 5,313 5,490 
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Table 30 (continued) Ontario, Employment by Industry, 1994-2003 
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1999 2000 2001 2002 2003 


Goods Producing Industries 1,550 1,602 1,602 1,636 1,649 
Primary Industries ASA oR eS Tot Ti By 116 
Agriculture 114 98 84 76 84 
Manufacturing 1,049 1,099 1,088 1,120 1,092 
Construction 300 324 343 354 386 

Utilities 50 46 allt Vay aS) 
Services Producing Industries 4,138 4,271 4,361 4,433 4,580 
Trade 850 874 924 921 936 
Transportation and Warehousing ZOO P27 Om ci Gue2oo 283 
Finance, Insurance, Real Estate and Leasing 384 385 «= 395s: 3398 433 
Professional, Scientific and Technical Services 397 424 437) — 436 443 
Business, Building and Other Support 224 246 249 255 266 
Educational Services 368 = F009" | 000 snrory 386 

Health Care and Social Assistance 518 544 553 564 607 
Information, Culture and Recreation olay $202 mc Uomeecon 289 
Accommodation and Food Services 340 343 342 364 373 

Public Administration 286, 2/4 210) eu 306 

Other Services 254. 252. = 204" 253 259 

Total Employment 5,688 5,872 5,963 6,068 6,229 


Note: Industrial groupings based on North American Industry Classification System (NAICS). 
Source: Statistics Canada. 
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Tales Ontario, Growth in Employment by Industry, 1994-2003 
(Per Cent Change) 

1994 1995 1996 1997 1998 

Goods Producing Industries 0.8 2.7 1.3 3.4 4.1 
Primary Industries 25 18 O09 1-55 ile 
Agriculture 2 2-403) oe 2D oa 
Manufacturing 2.0 48 2.9 3.9 5.4 
Construction 20) Ose, 7-2.6 8.0 1.8 

Utilities -13.9 0.6 1268 a ec8e2 1.0 
Services Producing Industries 1.5 1.5 0.9 P42 3.0 
Trade 0.9 -0.6 22 2.4 1.4 
Transportation and Warehousing 6.6 210 0.6 1.8 oe 
Finance, Insurance, Real Estate and Leasing -3.4 2.8 PED Toe 0:0 
Professional, Scientific and Technical Services 4.4 7.0 3:05 ed ty 6.3 
Business, Building and Other Support 3.8 9.9 4.0 74 8.0 
Educational Services 22s f= l(a peso) 0.0 2.1 

Health Care and Social Assistance 1 14 -14 -15 46 
Information, Culture and Recreation 6.7 46 -0.5 1.0, 25) 
Accommodation and Food Services 20 1.8 7.4 0.6 5.8 

Public Administration 14 28 49 8 -37 1.6 

Other Services 4.2 0.4 oa 30 46 

Total Employment 1.3 1.8 1.0 2.6 ce) 
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ce Pee ont Change) 
peel at ae ige07 2000." 2001; 2002) 008 
Goods Producing Industries 5.5 33 0.0 2.1 0.8 
Primary Industries 96 -127 -85 -88 On 
Agriculture 79 -144 -142 87 98 
Manufacturing 6.0 48 -1.0 3.0 -2.5 
Construction 44. 78 6.1 od 9.0 
Utilities aN Roache ors ee its 
Services Producing Industries 2.9 3.2 2.1 1.7 3.3 
Trade AS 32.80 “lowe! <-0:3 1.6 
Transportation and Warehousing -0.5 7.0 = -0.7 3:1) =0:6 
Finance, Insurance, Real Estate and Leasing 2.3 0.3 2.4 0.9 8.8 
Professional, Scientific and Technical Services 6.5 6.6. © ort eO.2 1.6 
Business, Building and Other Support 7.0 9.5 ibs) Pay 4.2 
Educational Services 6:29) $0.2 edd oT 1.8 
Health Care and Social Assistance 0.0 ay) eR gat 7.6 
Information, Culture and Recreation Oat OO (0:15 20,0 0.3 
Accommodation and Food Services 16, 20.7. p08 syop hy a eeS) 
Public Administration 066 3-42.00 60.3500 D2 
Other Services “33 “0:8 0:9 -O5m 925 
Total Employment 36 3.2 (Papert wy wien) 
Note: Industrial groupings based on North American Industry Classification System (NAICS). 


Source: Statistics Canada. 
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Table 32 Ontario, Employment Level by Economic Regions, 1993-20047 
ce Ton U2 le oa ee ioe 
1993 1994 1995 1996 1997 1998 
Ontario 4,974 5,039 5,131 5,181 Sold 5,490 
Region:* 
East 683 701 674 674 686 727 
Ottawa (510) 503 521 501 508 516 543 
Kingston-Pembroke (515) 180 180 NZ 166 170 183 
Greater Toronto Area (530)' 2419 7 12-1150 We2i2loe 5) 224200 2,040 2,426 
Central 1,139 1,173 1,194 1,209 1,230 1,276 
Muskoka-Kawarthas (520) 136 ‘hed 148 148 150 152 
Kitchener-Waterloo-Barrie (540) 458 470 469 478 496 515 
Hamilton-Niagara Peninsula (550) 546 567 By Md 583 584 609 
Southwest 689 705 686 699 704 714 
London (560) 285 288 285 278 283 286 
Windsor-Sarnia (570) 267 274 Zz 279 Zh 286 
Stratford-Bruce Peninsula (580) 137 143 130 142 145 142 
North 344 345 362 357 345 348 
Northeast (590) 238 237 248 247 241 244 
Northwest (595) 106 108 114 110 105 105 
Table 32 (continued) (Thousands) 
1999 2000 2001 2002 2003 2004’ 
Ontario 5,688 5,872 5,963 6,068 6,229 6,319 
Region:* 
East 750 757 776 787 807 804 
Ottawa (510) 556 573 587 592 615 609 
Kingston-Pembroke (515) 195 184 189 195 192 194 
Greater Toronto Area (530)' 2,511 2,616 2,689 2,743 2,817 2,879 
Central 1,322 Tou 1,374 1,401 1,459 1,476 
Muskoka-Kawarthas (520) 161 165 137 159 178 188 
Kitchener-Waterloo-Barrie (540) 544 B02 562 584 598 611 
Hamilton-Niagara Peninsula (550) 618 654 655 659 683 678 
Southwest 744 763 757 767 773 794 
London (560) 299 307 304 306 314 326 
Windsor-Sarnia (570) 296 304 305 311 311 309 
Stratford-Bruce Peninsula (580) 149 152 149 150 148 160 
North 361 366 366 370 372 366 
Northeast (590) 250 253 257 259 205 254 
Northwest (595) 1AZ 113 110 1415 118 112 
‘ Standard deviations vary significantly across regions, decreasing as the size of the region increases. 
Notes: 
All figures are average annual employment levels. 
1; Economic region of Toronto (530) closely matches the GTA, except that it excludes the City of Burlington. 
Zi Figures are year-to-date averages of the first nine months of 2004. 


Sources: Statistics Canada and Ontario Ministry of Finance. 
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Thousands) 
All Manu- 
— industries Agriculture Resources’ facturing 
Ontario 6,229 84 33 1,092 
Region: 
East 807 12 2 80 
Ottawa (510) 615 8 ice 54 
Kingston-Pembroke (515) 192 5 2 25 
Greater Toronto Area (530) 2,817 9 3 496 
Central 1,459 29 3 303 
Muskoka-Kawarthas (520) 178 4 ie 28 
Kitchener-Waterloo-Barrie (540) 598 10 a 140 
Hamilton-Niagara Peninsula (550) 683 14 - 136 
Southwest 773 31 3 171 
London (560) 314 11 “n 61 
Windsor-Sarnia (570) O14 8 2 82 
Stratford-Bruce Peninsula (580) 148 12 < 28 
North 372 3 22 41 
Northeast (590) 254 2 15 26 
Northwest (595) 118 Bs 7 15 
Table 33 (continued) (Thousands) 
Finance, Prof. Info., Culture 
Construction _ Distributive’ &Mgmt2 —& Recreation’ 
Ontario 386 562 1,141 289 
Region: 
East 48 59 140 34 
Ottawa (510) 36 45 115 29 
Kingston-Pembroke (515) tig 15 25 5 
Greater Toronto Area (530) 163 285 659 142 
Central 104 120 210 70 
Muskoka-Kawarthas (520) 17 15 22 9 
Kitchener-Waterloo-Barrie (540) 44 50 88 25 
Hamilton-Niagara Peninsula (550) 44 55 100 36 
Southwest 47 67 93 28 
London (560) 20 25 46 1 
Windsor-Sarnia (570) 18 23 33 13 
Stratford-Bruce Peninsula (580) 9 19 14 ) 
North 24 31 40 15 
Northeast (590) 16 21 28 10 
NOUINE2U 000) ete aie Oe 
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Table 33 (continued) Ontario, Employment Level by Industry for Economic Regions, 2003 
(Thousands) 
Retail Trade Personal Services” Education 
Ontario 711 632 386 
Region: 
East 95 81 3) 
Ottawa (510) 70 59 37 
Kingston-Pembroke (515) 25 22 18 
Greater Toronto Area (530) 301 276 162 
Central 174 155 92 
Muskoka-Kawarthas (520) 24 20 11 
Kitchener-Waterloo-Barrie (540) 69 59 39 
Hamilton-Niagara Peninsula (550) 81 77 43 
Southwest 93 ra 49 
London (560) 34 oy 22 
Windsor-Sarnia (570) 39 32 20 
Stratford-Bruce Peninsula (580) 20 13 7 
North 49 43 28 
Northeast (590) 34 29 18 
Northwest (595) 14 14 10 
Table 33 (continued) (Thousands) 
Health & Soc. Assistance Public Administration 
Ontario 606 306 
Region 
East 88 112 
Ottawa (510) 62 99 
Kingston-Pembroke (515) 25 13 
Greater Toronto Area (530) 226 96 
Central 146 54 
Muskoka-Kawarthas (520) 21 8 
Kitchener-Waterloo-Barrie (540) 52 22 
Hamilton-Niagara Peninsula (550) 73 24 
Southwest 92 22 
London (560) 42 10 
Windsor-Sarnia (570) 30 8 
Stratford-Bruce Peninsula (580) 17 4 
North 0 23 
Northeast (590) 39 16 


Northwest (595) 16 l 


All figures are average annual employment levels. 

Sub-regional figures may not add up to regional totals due to rounding. 

Employment numbers under 1,500 are suppressed because they are statistically unreliable. 
See standard deviation and GTA note for Table 32. 

Industrial groupings based on North American Industry Classification System (NAICS). 


Notes 

tt Includes Forestry, Fishing, Mining, Oil and Gas. 

2. Includes Transportation and Warehousing, Utilities and Wholesale Trade. 

o Includes Finance, Insurance, Real Estate and Leasing; Management of Companies, Administrative and Support Services; and 
Professional, Scientific and Technical Services. 

4. Information, Culture and Recreation includes industries such as Publishing, Motion Picture and Sound Recording, Broadcasting and 
Telecommunications, Information Services and Data Processing Services, Performing Arts, Spectator Sports and Related Industries, 
Heritage Institutions and Amusement, Gambling and Recreation. 

\, Includes Accommodation and Food Services and Other Services (such as Repair and Maintenance, Personal and Laundry, 
Religious, Grant-making, Civic, Professional and Similar Organizations). 

Sources: Statistics Canada and Ontario Ministry of Finance. 
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Table 34 
East 
Ottawa (510) 


Kingston-Pembroke (515) 


Central 
Muskoka-Kawarthas (520) 


Kitchener-Waterloo-Barrie (540) 


Hamilton-Niagara Peninsula (550) 


Greater Toronto Area’ 


Toronto (530) 


Southwest 
London (560) 
Windsor-Sarnia (570) 


Stratford-Bruce Peninsula (580) 
North 


Ontario Economic Regions’ 


The united counties of Stormont, Dundas and Glengarry, Prescott 
and Russell, Leeds and Grenville, the county of Lanark and the 
Ottawa Division 


The counties of Lennox and Addington, Hastings, Renfrew and 
Frontenac and the Prince Edward Division 


The counties of Northumberland, Peterborough, Haliburton, the 
Muskoka District Municipality and the Kawartha Lakes Division 
The counties of Dufferin, Wellington and Simcoe and the Waterloo 
Regional Municipality 


The county of Brant, the Regional Municipalities of Niagara, 
Haldimand-Norfolk, the Hamilton Division and the City of 
Burlington in Halton Regional Municipality 


Toronto Division, the Regional Municipalities of Durham, York, 
Peel and Halton (excluding the City of Burlington) 


The counties of Oxford, Elgin and Middlesex 

The counties of Lambton and Essex and the Chatham-Kent 
Division 

The counties of Perth, Huron, Bruce and Grey 


Northeast (590) The districts of Nipissing, Parry Sound, Manitoulin, Sudbury, 
Timiskaming, Cochrane, Algoma and the Greater Sudbury 
Division 
Northwest (595) The districts of Thunder Bay, Rainy River and Kenora 
er 
Notes: oe 
ap As defined by Statistics Canada, Standard Geographical Classification SGC 2001 a ke 
2 Economic Region 530 closely matches the GTA, except that it excludes the City of Burlington. 
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